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EXCERPTS FROM TRANSCRIPT OF PROCEEDINGS. 


UNITED STATES OF AMERICA 
IN THE DISTRICT COURT OF THE UNITED STATES 
FOR THE WESTERN DISTRICT OF NEW YORK 


UNITED STATES OF AMERICA, 


-Vvs- 
Ch. 74-265 
WALTER R. CONLIN, 


ee ed 


Transcript of proceedings had and testimony taken in 
the above-entitled matter, before the HON, HAROLD P. BURKE, 
United States District Judge, and a Jury, in the United 
States District Court, Rochester, New York, on Wednesday, 
March 24, 1976; and thursday, March 25, 1976. 
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RICHARD J. ARCARA, ESQ. 
United States Attorney 
(By Gerald J. Houlihan, Esq.) 
Assistant United States Attorney 
United States Court House 
Rochestcr, New York 14614 
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MESSRS. LEVY, FELDMAN & LICATA 
(By David M. Levy, Esq., and Walter J. Licata, Esq.) 
45 Exchange Street 
Rochester, New York 14614 


Appearing on behalf of the Defendant. 


. ene & 


a. 4 


? 


Brian Qualey for Government, Direct 
by Mr. Houlihan. 


Rochester, New York 
Wednesday, March 24, 1976 


2:40 P.M, 


MR, HOULIHAN: The Government 
calls Brian Qualey. 
BRIAN QUALEY, 
called as a witness by the Government, being first duly sworn, 
testified as follows: 
DIRECT EXAMINATION 
BY MR. HOULIHAN: 
Q Mr. Qualey, by whom are you employed? 
A The Small Business Administration. 
Q How long have you worked with the Sm. « Business Adminis- 
tration? 

A Since August 10th, 1972. 


Q And that was just after the flood, is that right? 


A Right. 

Q You are a resident of the Elmira area? 

A Yes. 

Q What is your position with the Smell Business Administra- 


tion? 


Presently Loan Assistant. 


> 
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Brian Qualey for Government, Direct 
by Mr. Houlihan 

On or about January of 1974 you worked there as well? 
Yes. 
Were you a Loan Assistant at that time? 
Loan Servicing Assistant. 
During that period of time did you have an opportunity 
to meet and talk with Walter Conlin at all on occasion? 
Yes, I did. 
In what capacity did Mr. Conlin get in touch with you? 
The first time was to supply loan application papers 
for certain borrowers, for applicants. 
And he would come in and hand you those applications, is 
that right? 
Yes. I would sc een them. 
Did there come 4 time that you handled an application of 
@ Thomas Gill or had anything to do with an application 
of Thomas Gill? 
Yes. 
When was that? 
Right around the early part of January, 1974. 
Aad would you tell the members of the Jury what happened 
on that day? 
Well, Mr. Conl‘n came with some information for Howard 


Garrity, who was working on the file, and Howard was busy, 
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Brian Qualey for Government, Direct 
by Mr. Houlihan. 


and he asked we tv see Mr. Conlin, to get whatever iofor- 
mation he had. . 

So Mr. Garrity asked you to talk to Mr. Conlin? 

Yes. 

Did you go and see Mr. Conlin? 


Yes, I did. 


and do you see Mr. Conlin in the courtroom? 

Yes, I do. 

And would you describe where he is? 

The man on the end (pointing). 

MR. HOULIHAN: Let the record 

reflect that he identified the defendant, 
Walter Coniin. 

Did you, in fact, go out te meet Mr. Conlin at thet time? 

Yes. I went out to see Mr. Conlin. He gave me some 

tax returns. I, in turn, took them back in and gave them 

to Howard Garrity. 

Bo you know what tax returns they were? 

For Gill's Photo. 

For '70 and '71? 

Federal returns. 

Federal returns? 


Yes. 
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Brian Qualey for Government, Direct 
by Mr. Houlihan. 


On Thomas Gill, and that was Gill's Photo, is that right? 
Correct. 

And Mr. Conlin was Mr. Cill's accountant at that time? 
Yes, he was. 

Were you aware of that? 

Well, he told me he was the accountant for Mr. Gill. 

And he actually turned those over to you physically, is 
that right? 

Yes, he did. 

And what, if.anything, did you do with them afterwards? 
I told him that Mr. Garrity would get in couch with him, 
and I went in and gave them to Howard. 

Did Mr. Conlin leave at that time? 


Yes, I believe so. 


MR, HOULIHAN: I have no further 


questions of this witness. 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


*“es ee & * * 


JAMES Je Cc ISTOFAR QO, 
called ae a witnese by the Government, being first duly 
sworn, testified as follows: 

DIRECT EXAMINATION 


BY MR, HCULIHAN: 


Q Mr. Cristofaro, by whom are you employed? 


he 
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James J. Cristofaro fo; sovernment, Direct 
by Mr. Houlihan. 


Small Rusiness Administration. 

How long have you worked for the Small Business Adminie- 
tration? 

Since August of 1972. 

And in whet capacity are you emp yed? 

I am presently the Loan Supervisor. When I started, I 
was a Disaster Loan Specialist. 

Did you have prior training befor- you took the job with 
Small Business Administration with regard to loans? 

An educational background. 

And at the time you took the joh with the Small Business 
Administration, this was just following the floods down 
in the Elmira area, is that right? 

Yes. 

And you were in the Elmira office? 

Yes. 

Around January of 197° whst were your duties? 

In January ot i974 I was still in charge of processing 
and reviewing end making recommendations on staff loans, 
loan reconsiderations and loans that had been previously 
withdrawn, and also making recommendations on loans that 
we aiready hed. 


And were there certain requirements that had to be fol- 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


low'd in order co get a disaster ~elie: .nen? 

Well, there was certain information that nad to be sub- 
mitted in order to support the loan application. 

And was that information on any particular document at 
all? 

Well, we had information oa the loan application itself, 
and on all loans in excess of $5,900 we required a copy 
of the previous two years' tax returns. We also required 
supplementary data, such as estimates of loss and other 
verification of loss, and current financial information. 
Are you familfur with the defendant, Wal*«: Conlin? 

Yes, I am. 

And how did you first meet him? 

I believe I first met M-. Conlin at some point late tn 
1972 when he was representing applicants und submitting 
loan applications. I oelieve I wzet him in the screening | 
process, 

And do you recall Mr. Conlin handling a loa» application 
for Thomes J. Gill? 

Yes 

And were you supervising that loan at that time? 


T was given the loan by Mr. Garrity iu order to consider 


the reconsideration of the loan. 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


I show you Government's Exhibit ! marked fs identifica- 
tion, Can you tell me what that is? 
This file (indicating)? 
Mo, the big file, 
This is the loan case file. 
And whose loan application is it? 
This would be Mr. Gill. 
Is that the file that you forwarded to my office last 
week? 
Yes. 
And is that file maintained in the ordinary course of 
business at the Small business Administration? 
Yes, it is, 
Is it the ordinary course of business to keep a file on 
every loan application? 
Yes, it is. This particular file would have been kept 
for two years after the assistance was declined; and 
thereafter, it would have been sent to the Federal 
Records Center. 
MR. HOULIHAN: I offer all 
of G-l. 
MR. LEVY: Your Honor, I heve 
had a chance to look at this file, and 
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by Mr. Houlihan. 


DIRECT EXAMINATION CONTINUED 


BY MR, HOULIHAN: 


Q 


Mr. Cristofaro, can you tell me when the original loan 
application of Thomas Gill was submitted to rhe Small 
Business Administration? 

Yes. The application was submitted to our office on 
January 15, 1973. 

And was the application complete at that time? 

No. 

THE ( ‘URT: Was that an individual 
or an applicatien in his name "doing 
bus ine* 

There is an application for Thomas Gill, doing business 
as Tom Gill's Photo Studio. 

And that wasn’t incorporated, is that rieht? 

No. It was just the studio. 

What information was missing from that loan application 
at that time? 

Tax returns for the years 1970 and 1971. These would be 
the business tax returns. 

And did you, or someone from the Small Business Admini:r- 


tration, request Mr. Gill to provide those returns? 


Yes. Do you want the dates? 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


If yeu can get them, if it is in the file. 
They should be. 

On January 16, .973, in a letter sent to Thomas Gill 
from Mike Walsh, who wae the acting Branch Manager for 
Finance, requested che tax return for the previous two 
years and i current balance sheet. 

That was one day after the application was submitted, is 
that righ? 

Yes. 

Was there any subsequent request for the tax return? 

On March 22nd, 1973, a letter was sent by Robert Williams, 
wie was a Loan Specialist, requesting the copies of the 
tax returns for 1970 and '71, or 1971 and '72. There is 
other information here requested. 

Did there come a time that the tax returns were ultimetely 
submitted to the Small Business Administration? 

Yes. 

I call your attention to the date of January 18, 1974, 
Were you in charge of this particular file on that date? 
Yes, I was. 

And what was tiie purpose that you had that file on that 
day? 


The purpose was to review the file, because Mr. Conlin 
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James J. Cristofaro for Government, Direct 
ty Mr. Houlihan. 


had submitted the tax returns, or copies of the tax re- 
turns, for 1970 and 1971. And the file wes given to me 
by Mr. Garrity to review and determine whether or not we 
could accept a reconsideration request. On January 18th, 
Mr. Gill and Mr. Conlin came to my office for the purpose 


of an interview and a discussion on the loan. 


Did you have a conversation with them prior to the time 
they came to your office? were 

The day before I had called up Gill's Photo Studio. I 
talked to Mrs. Gill, and I asked her to have her husband 
call em. He called me the morning of the 18th and indi- 
cated that ther could be in late on that morning. 

Did you review the file prior .o the time that they came 
in? 

Yes, I hed, 

And were the tax returns in the file at that time? 

Yes, the copies. 

The copies of the tax returns? 

The copies of the tax returns were in the file. 

And did you, in fact, dictate a letter prior to the time 
they came to the office in connection with that file? 


Yes. The letter, as a matter of fact, was being typed 


the morning of Janvary 18th. 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


And this was before Mr. Gill and Mr. Conlin came in? 
Yes. 

And did Mr. Conlin and Mr. Gill ultimetely come into your 
office? 

Yes, they did. 

At about what time was that? 

Somewhere around eleven or eleven thirty. 

This was January 18th? 

On January 18th, 1974. 

Would you tell the members of the jury what happened at 
the time they came into the office? 

We had a general discussion as to the loan request, and 
the use of proceeds, and after some preliminary discus- 
sions, I handed the copies of the tax returns to Mr. Gill 
and asked him to sign them. Since Mr. Conlin was also 
there, I asked Mr. Conlin to sign them, too, since he was 
the preparer. They both signed and dated the return on 
that day, I believe. 

Was there any discussion at that time regarding whether 
these were filed tax returns” 

I did not say anything. I did indicate to tt n upon hand- 
ing him my memorandum, which requested other information 


to support the loan requests, In that letter I did indi- 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


cete that we may feel it is necessary to verify the 
accuracy of the tax returns, and we would like to have 
permission to do so, 
Where were the tax returns prior to the time you asked 
Mr. Gill and Mr. Conlin to sign them? 
They were in the file. 

THE COURT: You mean the copies 

of the tax returns? 

The copies of the tax returns were in the file. 
And they were in the file, and you reviewed them earlier 
that day? 
I reviewed them earlier, I believe, about a week prior. 
Then you gave it to them to sign, and did they, in fact, 
sign them? 
Yes, they did. 
Then what happened to them? 
Well, then I handed the -- 
Were they handed back to you at that time? 
Yes. They were given back to me, and I placed tiem on my 
desk. 


Then what happened? 


Then I handed them my memorandum, which requested additional 


information. 
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by Mr. Houlihan 


Do yo. have that sx norandum tn that file? 
Yes. 
Will you find it for us, please? 
I heve it in front of me. 
This is a memorandum dated January 18, 1974? 
Yes. 
That ts a two-page memorandum, {s that right? 
Yes. 
MR, LEVY: It is a letter, 
isn't it? 
It is a letter, yes, in letter form. 
THE COURT: From whom to whom? 
THF WITNESS: Pardon me? 
THE COURT: If it is a letter, 
who sent {t and to whom? 
I handed {tt to Mr. Conlin, 
THE COURT: Then it is from you 
to Conlin, addressed to Conlin? 
No, It is from me to Mr. Gill. 
THE COURT: To Mr. Gill? 
I will correct myself. TI handed it to Mr. Gill. 
This is the same letter that you previously described 


as being typed prior to the time Mr. Gill and Mr. Conlin 
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James J. Cristofaro for Covernment, Direct 
by Mr. Houlihan. 


came to the offi, {ts thar righr? 
Yes, it is, 
What did you do with that letrer after they had signed 
the tax returns and had given them back to you and you 
put them on the desk? What next happened? 
I handed the letrer to Mr. Gill, and asked him to read it, 
and that if th ‘ any questions to please ask them, 
and Mr. Giil reed the tetter, and I velieve Mr. Conlin 
read the letter. Ar that point I started talking to 
Mr. Gill again about the use of proceeds and the loan 
request icseli, and Mr. Conlin picked up the copies of 
the tax returns from my desk and stuffed them into his 
briefcase. 
MR. HOULIHAN: Your Honor, nay I 
read this one paragraph, and this is a 
letter dated January 18, 1974, well within 
the date. 
THE COURT: All right. 
MR, HOULIHAN: And the third 
peragraph of that letter says: “It may 
be necessary to verify the accuracy of 


the figures on the tax returns; there- 


fore, the SBA would like to have written 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


permission from you to verify the accuracy 
of your *ax returns with the Internal 
Revenue Service, It would be helpful 
{f you reovested stamped copies from the 
IRS and deliver them to us." 
Is that an accurate reading of 
that paragraph? 
Yes. 
It was after Mr. Conlin read that *! at he took the returns 
from your desk. that correct? 
Yes. 
He put them in his briefcase, is that right? 
Yer he did, 
And what, if enything, occurred after that? 
I saw him do this, and I told Mr. Conlin that the coptes 
ere, in fact, a part of our file; therefore, not removable 
excep. by authorized employees or upon written reauest 
from an a4, plir 
And what, if anything, did he say at chat time? 
He didn't say anything. Ard I asked him to return the 
copies. He seid, "No. IT wiil get the originals for you." 
IT said, "Well, I don't need the originals. All I 


need are the copies." 


> 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


59 


And he just left them in the briefcase, 
Did you again ask him to give them beck to you? 
I asked him several times to return them to us. 

THF COURT: You mean at that 
perticular instance or later? 

At thet particular instance. I also turned to Mr. Gill 
and said, "Mr. Gill, these are supposed to be copies of 
your tax returns. Will you please advise your representa- 
tive to give them back to us?" 

Mr. Gill was just standirg there somewhat dumbfounded. 
He didn't say anything, nor did he do anything. So I 
advised Mr. vonlin that taking these things as he did 
might constitute an unlawful offense. 
What did he say to that? 
He didn't say anything. 
Was there any conversation between you and Mr. Conlin and 
Mr. Gill subsequent to that which you have already told us? 
No. Will you state the question again? 
All right. You apparently asked him two or three times 
to give you back the returns, and he said, "No." Was 
there any other conversation at tuat time that you can 
recall? 


No. 


12 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


And did there come # time that you asked someone else to 
come into the office? 

Yes. 1 asked Mr. Carrity to come in and advised Mr, 
Garrity that Mr. Conlin had removed the copies from the 
file, and then Mr. Garrity asked him to please return 

the copies, that they were not his property at that time. 


And what did Mr. Conlin say? 


Mr. Conlin didn't say anything, to my knowledge. Kk ust 


stood there. 
And he was standing up? Was Mr. Gill standing up? 
I believe at that time they were both standing up. 
And was Mr. Conlin doing anything at that time? 
Well, I advised Mr. Conlin that I would call the FBI if 
he did not return them. So I did pick up the phone and 
started to call the FRT, and at that point Mr, Conlin 
began to rip the documents -- 

THE COURT: To what? 
To rip and tear up fe documents in his briefcase. 
You were standing there watching him doing this, is that 
right? 
Yes, I was. 
When you told him that you were going to call the FBI, 


did he say anything? 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


He just stood there. 
He didn't say anything to you? 
Not that I can recall, 
THE COURT: We will take a short 
recess. 
(Recess from 3:35 P.M, to 


3:50 P.M.) 


DIRECT EXAMINATION CONTINUED 


BY MR. HOULIHAN: 


Q 


> O > © >} 
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Mr. Cristofaro. just before the recess you mentioned that 
you had called the FBI? 

Yes. 

You made that call personally, is thet right? 

Yes, I did. 

Who did you get? 

I asked for Mr. Bucher or Mr. Rudy. I don't know who I 
talked to. 

And did you explain to them what was happening? 

Yes. 

What did you ask him to do? 

They indicated to me that they would come right over. 


Now after the telephone call to the FBI -- 


THE COURT: You were talking to 


> 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


somebody in the FIT right in Corning? 

In "lmtra, 
THE COURT: In Elmira? 
Yes. 
THE COURT: All right. 

Did Mr. Conli say anything to you during this period of 
time ? 
After I called the FBI, Mr. Conlin asked if he could call 
hie lawyer. I said, "Yes." 
And did he? 
He tried to. He was unable to reach him. 
Where were the tax returns during this period of time? 
After I called the FBI, Mr. Conlin was apparently in the 
process of tearing them up. I also told him that not 
only had he removed property that was in possession of 
our agency, but he wes alse destroying them, and this 
could constitute unlawful action. 
And did he say anything to you in response to that? 
No. At thet point he seemed to be in a hurry to leave. 
And was he standing up throughout this period of time? 
Yes. 
And what was Mr. Gill doing at this time? 


Mr. Gill wes just standing there and not saying anything. 
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Q Mr. Gill didn't say anything st all? 

A No. bi 

Q Did there come a time that Mr. Conlin wrote something 
to you? 

A Yes. Mr. Conlin wrote on a piece of paper, something to 
the effect of, "I hereby withdraw the application," and 
asked Mr. Gill to sign it, which Mr. Gill did, and threw 
that on my desk. 

MR. HOULTHAN: Would you mark 
this for identification? 

(Government's Exhibit 3 marked 
for identification.) 

Q. Are you familiar with Government's Exhibit 3 marked for 


identification? 


| A I'm not familiar with this. I don't recall it. 
| Q You don't recall this one? 
A No, I don't. 
THE COURT: Just a moment. You 
said you ¢poke about a withdrawal, which 
you said they signed and threw on your 


desk. That is not the one? 


A No. Mr. Gill signed a little sentence which Mr. Conlia 


had written. 
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by Mr. Houlihan. 


THE COURT: But the paper, G-3, 
is not that withdrawal? 
It is not that piece of paper. 
MR, HOULIHAN: Your Honor, the 
bailiff is just going to get that one 
from the FBI agent. 


THE WITNESS: It may be in the 


In your file? 
In the Gill file. 
Would you look and see if it is there? 
MR. LEVY: It is the first yellow 
sheet of paper. 
THE WITNESS: I have the paper 
here. 
Now this is part of the Small Business Administration file? 
Yes. 
And it says -- 
THE COURT: If you are reading 
from something, mark it for identifica- 
tion. 


MR. HOULIHAN: May we mark that 


G-1A? It is part of Government's Exhibit 


G-1. 
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by Mr. Houlihan. 


THE COURT: You marked the other 
one G-3. I should think you would mark 
this G-3A. 

MR, HOULIHAN: This is pert of 
Government's Exhibit G-1. It is one of 
the letters in the file. 

THE COURT: It relates to G-3. 
Apperently, G-3 is the one you thought 
he was referring to. He said he wasn't, 

MR, HOULIHAN: Right. 

THE COURT: Mark this one G-3A. 

(Government's Exhibit 3A marked 
for ideatification.) 

THE COURT: You might as well 
take it right off his file, because you 
are going to be referring to it. G-3A 
come from the file. 


I show you Government's Exhibit 3A marked for identifica- 


tion. Can you tell me what thet is? 


That is dated January 18, 1974. It says: "TI hereby 
withdraw my application." And it is signed "Thomas J. 
Gill." 


Who wrote that? 
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by Mr. Houlihan. 


Mr. ConJin wrote, "I hereby withdraw my application." 


Mr. Gill signed it. 
And what did they do with it after that was done? 
They threw it on my desk. 
And did they say anything at that time? 
Not that I can remember. 
And this was subsequent to the time he had already taken 
the returns from your desk? 

MR, LEVY: Wait a minute, I 

object to that as leading. 
THE COURT: I will sustain the 
objection. 

In relationship to the time that the tax returns were 
taken from your desk and they were being ripped up by 
Mr. Conlin, when was that note written? 
This note was written after I called the FBI. It was 
after Mr. Conlin had removed the copies of the tax re- 
turns from my desk. 
Under the procedure of the Small Business Administration, 
may an applicant just withdr: « his application end get 
all his files back. 
Under our procedures, an application -- 


THE COURT: That's two questions. 
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He can withdraw his application any time, 
can't he? 
A Yes. 

THE COURT: Now the question 
whether he can get his pepers back is 
another. 

Q Can he get his papers back? 
A Upon the written request of an applicant, we can return 


papers to him which he submitted to us. We would not be 


able to give him internal memorandums or reports or other 
agency-generated data. If in considering the request 
for return ot information, there is evidence of wrong- 
doing or anything of that sort, we would not return the 
~ papers. 
MR. LEVY: I object to that, 
Your Honor. | 
THE COURT: Objection is over- 
ruled, 
Q Did you, in fact, return any documents to Mr. Gill or 
Mr. Conlin at that time? 
A No. 
THE COURT: When you use the 


term "evidence," what you mean by that 
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James J. Cristofaro for Government, Direct 
by Mr. Houlihan. 


is what you think is evidence of wrong- 
doing? 

Yes. 

Did they ask you to give those things back to them? 

I can't recall if they did or not. 


Now about how long a period of time did this transpire, 


from the time tha Mr. Conlin came into your office and 


the FBI finally arrived? 

I would say about an hour. 

An hour? 

Yes. 

How long a period of time after Mr. Conlin removed the 
tax returns from your desk transpired until the time the 
FBI arrived? 

I would say ten to fifteen minutes. 

Was there anyone else in your office with you at that 
time other than Conlin, Gill and yourself? 

Mr. Garrity was in the office. 

You had called him in? 

Yes. 

And did anyone else come in? 

Well, the FBI agent came in. 


Was there a Mr. McDevitt around at thet 
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Yes. Just before the FBI arrived, Mr. Conlin was making 
an effort to leave the building, and I quickly advised 
Mr. McDevitt, who was the Branch Manager, what was going 
on, and he advised Mr. Conlin to return the papers and 
not to make a scene, so to speak, that there wouldn't be 
any physical restraint or anything, and to "please return 
the papers."" Within seconds of that, the FBI came in. 
Did Mr. Conlin say anything at all to Mr. McDevitt? 
Mr. Conlin may have said something, but nothing that I 
recall. 
He, in fact, did not give back the papers, is that right? 
No, he did not. 

THE COURT: Who is McDevitt, the 

security man? 

Mr. McDevitt is the Branch Manag” cf the Small Business 
Administration. 

THE COURT: The Branch Manager? 
Yes. 
Did anyone push Mr. Conlin or touch him or force him to 
Stay there at all? 
No. 


But they did encourage him not to go? 


Yes. 
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Subsequent to the occurrences of January 18, 1974, did 
Mr. Cill re-submit an application to the Small Business 
Administration, or ask for an additional reconsideration 
of his loan? 

Yes, he did, 

And as I understand it, the meeting that you had on the 
18th was to reconsider a loan application that expired 
or that had been withdrawn, is that right? 

The meeting on the 18th was primarily an interview to 
discuss what wes needed to support his loan request. I 
did indicate at that time if he could meet those informa- 
tion requirements, we would reconsider his application. 
Is it a requirement that he submit a tax return? 

Yes. 

And that is part of your loan procedures that ir set 
forth on the application? 

In a disaster loan policy, that was a requirement. 

And that was for all loans in excess of what amount? 
All loans in excess of $5,000. 

Do you know weet the loan request was on January 18, 1974? 
Well, the original request was about $17,000, and on 
January 18, 1974, I think we were talking about a loan 


request of $60,000. 
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THE COURT: I «+s # Llitrle con- 
fused, The testimony already is that the 
application for $60,000 had been reduced 
to just under $50,000 so that it could 
stay in the Elmira office. Are you 
familiar with that? 

It may have been, but -- 

THE COURT: If it was over 
$60,000, it would have to go o.: of the 
Elmira office, naturally, wouldn't it? 

If it was over $50,000, it would have been processed 
and recommended for approval or declination within the 
Elmira office. 

THE COURT: That is contrary 

to the testimony we already have. 
Well, my testimony is -- 

THE COURT: Just a moment. So 
you will be familiar «#.th it, the prior 
witness, Mr. Qualey, testified that 
Conlin asked him to reduce the application 
to just under $50,000 so that it wouldn't 
have to go out of the Elmira office for 


processing. That is not the fact, is it? 
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A He could have asked for that reduction had the loan been 


in excess -- 


THE COURT: If it was over 


$50,000, would if go out of your office, 


ie that a fact? 


THE COURT: You say “yes,” out 
you have already said that if it was 
$60,000, it would be processed by your 
office. 

Every loan is processed by our office and approved or 
declined and recommendations made for that irpose. In 
the event that a loan amount is over $50,000, it would 
have to go to the Regional Office for a review by that 
office prior to our distributing an authorization. 

If the loan application were for forty-nine nine, you 
could approve it and the loan granted without any review 
by anyone else, is that right? 

The loan would not have to -e sent out of the Elmira office. 
I call your attention to Defendant's Exhibit 1 marked in 
evidence, which appeers to be a loan application of 
Thomas Gill, 4/b/a Gill's Photo, and it shows, “Request 


only 49-9," is that correct? 
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A That's correct. 
Q But they claim damage in the amount of $60,000, is that 
right? 
A Yes. 
Q Did there come a time that Mr. Gill submitted a new ap- 
plication for a losn, or asked for reconsideration of 
this loan after the events of January 18, 1974? 
A Yes, he did. 
Q At that time did he submit tax returns? 
A He submitted copies of his tax returns and other support- 
ing information. 
Q Can you find those copies of those returns in that file? 
MR. LEVY: I'm going to object 
to what Mr. Gill did on his own or which 
Mr. Conlin had nothing to do with, 
ig COURT: Objection is overruled. 
THE WITNESS: Did you want to 
know what particular information he sub- 
mitted? 
Q Did he submit tax returns subsequent to January 18, 1974, 


for the years 1971 and 1972? 


MR, LEVY: I object, Your Honor. 


THE COURT: You car show on 
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that Conlin tad nothing 


Mey: Sove: 
information was after 
indictment in October of 
belfeve {ft ‘4c, 
THF COURT: Was it? 
MR, HOULTHAN: T don't know, 
THE COURT: Then ff you don't 
know, I won't recefve ft. 
Do you now when that was submitted? 
Well, the letter of submittal was dated December 4th, 
1974, 
THE COURT: I won't receive it. 
That is after the date of the ind‘ctment. 
THF WITNESS: We would have ree- 
cefved {t two or three days afterwards, 
No you still want me to answer 
the cuestion? 


MR, UCITLIHAN: No. That {fs okay, 


BEST COPY AVAILABLE 
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I call your attention to Government's Exhibit 2 marked 
for identification, Can you tell me what that is? 
This is the personal loan applicarion of Walter Conlin, 
disaster home loan application. 
When was that application submittre i? 
The application was dated January 12th, 1973. It was 
received on January 15th, 1973. 
Whet was the application amount? 
The loan request was for $27,400. 
And because of the amount, was Mr. Conlin required to 
submit tax returns? 
Yes, he was. 
And did he, in fact, submit tax returns? 
Mr. Conlin submitted a copy of his 1971 tax return. 
Do your procedures require that the return submitted be 
a filed return, or a copy of the filed return? 
Well, generally, we expect it to be a copy of the filed 
return. We don't expect it to be -- 

THE COURT: If it isn't filed, 

it isn't a return. 

Right. I can quote Item No. 3 on the loan application: 


"If loan requested is $5,000 or more, you must provide 


a tax return from the most recent taxable year for your- 
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self, any members of your household who filed returns, 
and any controlled corporation. (Control of a corpora- 


tion shal! be assumed where you and members of your 


household own more than fifty per cent of the outstanding 


common stock, either directly or indirectly)" 
What was the year of the tax return submitted by Mr. 
Conlin? 
1971. 
What is the purpose that SBA has in requesting filed 
tax returns in loan applications? 
The tax return is used by a loan officer or loan assistant 
as evidence relating towards repayment ability in which 
the tax return will show earned income or other sources 
of income. We also use that to determine whether or not 
the applicant ia, in fact, a taxpayer and not a dependent 
of soweone else. A dependent of someone else would not 
be eligible for a "forgiveness grant." 

There is other information on the tax return which 
may be helpful, but -- 
for example, do you rely on the tax return to determine 
that perhaps a person owns a house? 

MR, LEVY: I object. 


leading. 


> 
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THE COURT: I wiil sustain the 

objection. 
Are there other reasons that you rely on those tax returns 
in granting the loan other than the ones you stated? 
Generally, this repayment ability is a primary question 
involved, 
And was Mr. Conlin granted a loan in connection with that 
application? 
Mr. Conlin was granted a loan in the amount of $27,300. 
The loan carried a $5,000 "forgiveness" and one per cent 
interest rate. 
A one per cent interest rate? 
Yes. 
You talk about a “forgiveness.” What is that? 
On August 16 of 1972, Congress passed the Disaster Act, 
which stated that physical disaster loans would carry an 
interest rate of one per cent and that the first $5,900 
of said loan would be forgiven. 
That means you didn't have to pay it back? 
Yes. 
Wes that true in Mr. Conlin's case? 
Yes, it was. 


If you borrowed only $5,000, would thet mean that you 
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wouldn't have to pay anything back? 
If the forgiveness grant was mailed, there would be 
repayment. 
When this decision was made on August 16, 1972, was 
forgiveness grant in the amount of $5,000? 
It was increased from $2,500 to $5,000 by that particular 
law. It might be August 18th that the Disaster Act was 
passed, 
But it is within a couple of days cf August 16? 
Yes. 

MR. HOULIHAN: That is all the 


questions I have at this time, 


CROSS EXAMINATION 


BY MR. LEVY: 


Q 


This "forgiveness" applied to everyone and just not to 
Mr. Conlin? 

It applied to everyone who had a physical loss, and the 
forgiveness was limited to the extent of the loss. An 


individual was entitled to only one forgiveness. 


It wasn't special to Mr. Conlin -- it was to everybody in 


that position, is that correct? 


Yes. 
Now you reviewed the file before you spoke to Mr. Conlin 
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Were these agents ©. gularly stationed in Elmira? 
I think so. 
And they lived in the Elmira vicinity? 
I guess they do. 
You told Mr. Conlin that he couldn't take those papers 
with him, is that correct? 
Yes. 
And you told us Mr. Conlin didn't say anything in return, 
is that right? 
I can't remember him saying anything other than the fact 
he did say, "I will bring you the originals." 
But he never argued with you, or he never said anything 
back when you said, "You can't take them''? 
We had e short discussion, but I can't remember what was 
said, 
Didn't he argue with you and say to you, "I came in with 
these papers, and I can take them out with me"? 
He might have said that. 
Do you remember him saying that more than once? 
I don't remember him saying it. 
Do you remember him arguing with you and not just sitting 


back and having you talk, as a one-sided conversation? 


I can't remember what he said, if anything. 
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You told us yesterday that every time you said something 
to him that he just stood there and didn't say anything 
and didn't reply to you? 

I kept asking him to return the papers to me, 

Didn't he argue with you and say, ‘These ere my papers. 
Il came in with them, and I can go out with then’? 

I don't recall! him saying that. He did say he would get 
the originals. 

In your presence, after the FBI got there, the FBI called 
Mr. Larimer, Assistant United States Attorney in Rochester? 
I think he did, yes. 

At that point Mr. Conlin was put on the phone to talk to 
him, was he not? 

I think so, yes. 

And did he tell thet gentleman, in your hearing, "These 
are my papers, I came in with them, and I'm going to 
take them out with me"? 

I don't recall what he said. 

Did he say he brought them there that day, January 18, 
19747? 

I don't recall. 

To your knowledge, at that same time was he permitted to 


call an attorney? 
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Yes, He attempted during the whole course of events to 
make two calls. 

Did he talk to an attorney by the name of Mr. Walsh or Mr, 
Welch from Corning? 

I can't remember whether or not he was able to reach Mr, 
Walsh. 

Do you recollect him telling Mr. Walsh, "I came in with 
these papers, and I think I have a right to take them 
out'’? 

No, I don't. 

Did you understand why he was arguing with you for not 
returning them to you? 

The fact is that he did not have the papers when he came 
in with them, I had them, 

But didn't he say that he brought them in? 

He might have said that. 

Do you know whether or not he had any income tax papers 
with him when he came to your desk? 

No, I don't know if he did or not. 

Do you know whether or not he had any papers of any re- 
turns with him when he came to your desk, in his briefcase? 


I don't know. 


MR, HOULIHAN: Objection, Your 
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Honor. The question is about the spe- 
cific returns, not anything else. 
THE COURT: I understand that. 
Objection is overruled, 
Did you have a discussion with Mr. Conlin and Mr. Gill 
under what terms he could take and remove the papers? 
I don't remember if I did or not. 
Did you say to them, "If you withdraw your application, 
then you are entitled to the pape:s''? 
I don't know if I said that or not. 
And after such a discussion, did they actually -- 
MR, HOULIHAN: Wait a minute. 
I object to the form of that question. 
THE COURT: I will sustain the 
objection. 
At one point in this conversation, did they hand to you 
this handwritten note, Government's Exhibit 3 for identi- 
fication? 
It was thrown on my desk. 
Did you see it written? 
I saw Mr. Conlin writing it. 
And Mr. Conlin, in his handwriting, printed, "I hereby 


withdraw my application," isn't that right? 
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Yes, 


And then he gave it to Mr. Gill to sign, and Mr. Gill 
signed it, "Thomas J. Gill," is that correct? 

Yes. 

And that was done in front of you? 

Yes. 

And that was given to you, is that correct? 

It was thrown on my desk. 

MR, LEVY: I offer Exhibit G-34 
for identification, and I move G-3A 
into evidence. 

MR, HOULIHAN: I have no objec- 
tion at all. 

THE COURT: It is received. 

(Government's Exhibit 3A marked 
in evidence.) 

Was G-3A signed and thrown on your desk, as you say, 
before tu> FBI was called? 

After the FBI was called. 

And before they got there? 

Yes. 


Did you recollect whether you had any discussion with 


them on their withdrawal of their application? 
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Relating to that specific paper? 
Yes. 
They threw it on my desk. 1 don't recollect saying any- 
thing to them. 
Do you recollect whether you said anything, or anybody 
else there said anything to Mr. Gill, saying, "Do you 
know what you are doing"? 
I might have. I don't know. 
Do you know whether or not you said, "Do you know that 
what ou are doing wi!1 mean the end of your application"? 
I don't remember saying that. 
Do you recollect that you tried to discourage M. Gill 
from signing it? 
No. I didn't try and discourage him from signing it. 
At the time they signed this, were they both standing 
next to you? 
I think they were. 
Now the time they signed this, this was about at least a 
half hour after they had entered, is that correct? 
Yes. 
Do you know whether or not on thet day Mr. Conlin gave 
you, or showed you, any papers other than handling the 


two tax returns? 


Pa 
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I can remember him looking at the letter I gave to Mr. 
Gill. 

So the only thing you can recollect is that the only docu- 
mente that were handled were G-3A, the two tax returns 
and this letter, Exhibit D-2? 

I think that is correct. 

And no other papers were handled? 

Not that I remember, 

Did you keep this in your file, Exhibit G-3A? 

The statement signed by Mr. Gill? 

Yes. 

I put it in the file. 

You put it in the file? 

Yes. 

In your dealing with these various disastec victims, was 
it common that they lost their tax papers and their per- 
sonal papers in the flood? 

Many people had lost their personal papers in the flood. 


And that your Administration had tried to accommodate 


them, understanding that many papers had been lost, is 
that correct? 
Yes. 


There was also certain time limits set up as to when they 
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Rochester, New Youk 
Thursday, March 25, 1976 


2:15 P.M. 


MR. HOULIHAN: After the Govern- 


ment's witnesses have testified, is it 


all right if they are present in the 
courtroom, after they have completed 
their testimony, Your Honor? 
THE COURT: As long @8 wey 
won't testif ‘ain, 
MR, HUULIY'N: I don't expect 
them to. 
The Government calls Howerd 
Garrity. 
HOWARD E. GARRIT Y, 
called as a witness by the Government, being first duly sworn, 
testified as follows: 
DIRECT EXAMINATION 
BY MR, HOULIHAN: 
Q Mr, Garrity, by whom are you employed? 
A The Small Business Administration. 


Q And how long have you worked for the Small Business 
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Administration? 

It will be four yeer® in July. 

And that would mean there you starte: with the Small 
Business right after the flood, ‘s ‘hat right? 

That's right, in July of '72. 

And what was your title in July of 1972? 

I was a Loan Officer at that time. 

What is your title at this time? 

I am a Commercial Loan Officer. 

And ¢uring January of 1974, did you have another title? 
Yes. At that time I was Assistant Branch Menager. 
Subsequent to the flood of 1972 the Small Business Ad- 
ministration set up an office in Elmira, New York, to 
help people who suffered some loss as a resuit of the 
flood, to get back on their feet, is that right? 
That's right. 

Did that include businesses as well as individuals? 


Yes, home loans and businesses. 


What was the purpose o1 the loans? Why did they give 
the loans? 
Becav of Hurrican Agnes, the flooding of June, 1972. 


And were these loans given in an effort to put the people 


back in the same position they were prior to the flood? 
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Yes, so much as possible. 

With regard to businesses, was it the intention of the 
Small Business Administration to reimburse people for 
damages or loss of inventory as well as other items that 
they had in their businesses? 

That's right. 

How did a person who suffered a loss from a business meke 
application to get this money from the Small Business 
Administration? 

They would come into the agency, and we would sit down 
with *.2 applicant or his representative, and we would 
give them an application, along with a list of other 
materials that had to be completed. And we would also 
give them a checklist of addi.ional items which they 
would have to submit. Once this information was com- 
pleted, it was brought back in, and we would accept the 
application for processing. 

I show you Government's Exhibit 1 marked in evidence, 
which has been identified as the Small Business Adminis- 


tration loan file of Thomas Gill doing business as 


Thomas Gill Studio and Camere Center. At any time during 


your service with the Small Business Administration, did 


you supervise that loan? 
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Yes. I handled it. 
And referring now to the application in that loan, would 
you please find the original application? 
Yes, I have it (indicating). 
And is that an original application? 
This is a copy. 
Do you have an original in the file? 
No, 
Does that particular ap, lication have a SBA form number? 
Yes, it does. .his is SBA Form 5. 
The application is Form 5? 
Form 5. 
That is Form 5? 
Yes. 
And that was submitted as of what date? 
January 15, 1973, which was the final date for filing 
the applications for Hurricane Agnes. 
I show you Defendant's Exhibit 2 in evidence, which is 
a letter to Mr. Gill from Mr. Cristofaro, and it says: 
"The following information is needed in order to submit 
your request for reconsideration: 
"Form 5 -- Complete all items." 


Is the "Form 5" in that letter the same Form 5 as 
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the application? I mean that is Form 5, is it not? 
This is Form 5, yes. 

In evaluating a loan application, what information did 
the Smell Business Administration use? 

The information that was required, first of all, on the 


application itself, various fineanc‘tal data is required, 


There is a place on Page 2 of the application where you 


have to list your assets and liabilities, et cetera. In 
addition, we requested a 912 Statement, which is a Per- 
sonal History Statement. In addition we requested a 
personal balance sheet on the applicant, and we also 
required copies of tax returns. 

In the case of businesses, did you require more than one 
tax return? 

Two years. We usually went back two years. 

Now on the Small Business loan application of Mr. Gill, 
is there any information as to the amount of loss of 
inventory he has as a refult of the flood? 

I'm not sure that I understand that question. 

On the application, does the application indicate how 
much inventory Mr. Gill had at his camera shop that was 
lost in the flood? 


Yes, The amount, I assume we are talking about, is the 
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loan amount requested? 

Yes, 

Yes, 

What was the loan amount? 

Twenty-five thousand for inventory, thirty-five thousand 
for equipment, for a total of sixty thousand. 

On the financial statement, which is on Page 2 of that 
application of Mr. Gill, does it show there what finished 
inventories were present? 

Yes, it does. It shows a figure of $27,011. 

On the other portion of that, does it show the value of 
the machinery that he had? 

Yes, he does. It shows two figures here. It shows a 
cost figure of $60,341 and a net figure after deprecia- 
tion of $35,934.15. 

In your experience as a Loan Officer, do you have to make 
decisions on whether to grant a loan based upon the 
information that you've got? 

That's correct. 

And have you had any experience with businesses to know 
what kind of inventory they might have and what kind of 
machinery and equipment they might have in terms of what 


kind of business it is? 
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Yes. 

And in your procedure in evaluating loan applications, do 
you use any particular figure in determining whether the 
amount of inventory claimed to have been lost is an 
accurate figure? 

Well, yes, we do. This is where the tax returns play a 
very important part. 

In what way would that be? 

Well, the tax returns would give us a complete financial 
picture of the business itself. In other words, we know 
what the gross sales are. We know what the expenses are. 
We know what kind of a profit picture we have, so that 

we can determine whether or not the applicant can repay 
the loan. We know what the value of the equipment is. 

In other words, the tax returns give the original pur- 
chase price of the equipment and also shows the deprecta- 
tion taken so we can arrive at a net value of equipment 
after depreciation. It also gives us some idea as to 
what the beginning inventories are and what the end‘ng 
inventories are. And this is very important when you try 
to evaluate any claim where inventory and machinery 
equipment losses are involved. 


Each tax return for a business which shows beginning in- 
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ventories and the ending inventories and also pross sales, 
and that would be compared with whatever its claimed on 
the application, is that correct? 

A Yes. that's correct. In other words if you had an appli- 
cant come in, and this was & 10n-seasonal-type business, 
you would have a beginning inventory and an ending inven- 
tory. Let's just assume that maybe those inventory 
figures were in the twenty thousand dollar bracket. If 
you look at an applicant's application and you saw on 
there that he was requesting $50,000 for inventory, you 
would have reason to question that figure. 

Q So if the applicant was requesting more than what appeared 
on his tax return, you would have a question about it? 

A That's right. 

Q In terms of inventory, if someone claimed an inventory 


loss of $50,000, in your experience, would it be reason- 


able to have sales of $50,000? 


A No. Ina case like that, what we would do, we would 
look at the tax return and we would look at the applicant's 
claim. We can usually determine what the inventory turne- 
over is, in other words, how many times @ year would that 
inventory turn over. We had various guides which we 


could use for that. Robert Morris Associates is one. 
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And this is a standard -- 

Yes, it is a standard. It ism accepted procedure, 

It is a reference manual, is that right? 

Yes. 

What were the amounts of gross sales claimed on Mr. 
Gill's application? 

Gross sales for 1970, $181,294.22. 

That was 1979? 

Yes. 

Was the gross sales stated there ior 1971? 

Yee, '71. The files here show $134,483.18. 

Given tnose gross sales, would the claim of inventory 
of a twenty-five thousand dollars inventory lose be out 
of line? 

No, I don't believe so in this instance here. 

And would gross sales of one hundred and eighty thousand 
dollars plus, would a claim of machinery and equipment 
in the amount of $60,000 be unreasonable? 


No. We could expect that that figure might be realistic. 


After evaluating the loan application as you have de- 


scribed to the members of the jury, is there anyrhing 
else that you would do to try to verify what kind of 


business Mr. Gill had? 
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A Yes. We would want to see copies of the tax returns. 
Q You have described that previously how you refer to those? 
A Yes. 

Q Did you go to Dun & Bradstreet for a credit report or to 
anybody to indicate and to verify any figures? 

A When the tax returns were submitted. I compared those 
with the statements that Mr. Gill's wife gave to Dun & 
Bradstreet, 

Q Do you have a Dun & Bradstreet report there? 

A There should be one in the file here. (Pause) 

Yes, we have two Dun & Bradstreet reports. 

Q And you have one dated what date? 

A Well, we have one here, and the date of the report is 
October 6, 1972. Now the date we received it is 
February 2 of '73. 

Q And you know that you received it on that date because 
it is stamped on there? 

A Yes. 

Q Is it the usual practice to stamp copies, every copy 
received by the Small Business Administration? 

A No. Most of the copies are stamped when they come in 
through the mail itself. If we have somebody bringing 


in a particular item that we may have requested, it is 
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not normal that we stamp the thing. 
How many stamps do you have, or did you have, at the 
Small Business Administration office? 


Well, I think back then we were fortunate enough to have 


two. 


Where were they kept? 


They were kept by the mail girls, the girls in charge 
of taking care of incoming mail. 

They would open the mai. and stamp it? 

They would open the mail and wut the date stamp on it. 
Would the fect thet there {* a stamp on that indicate 
to you that it came thro: ,h the mail? 

Yes. 

Is there anything in that Dun & Bredstreet report that 
differs from the information that is on the loan appli- 
cation of Mr. Gill? 

Yes. 

MR. LEVY: I object to the use 
of a Dun & Bradstreet report as @ source, 
as triple hearsay, and really, it is 
not the source of any evidence. 

THE COURT: Objection is overruled. 


Q Were there differences on that report? 
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Oh, yes. 

What does that report say? 

Well, there were some distinct differences, May I read 
the very top portion of the report? 

Yes. That is in evidence so you may read it. 

All right. The report goes on to say: "On October 3, 
1972, Mrs. Thomas Gill, wife of owner, stated that ap- 
proximately $6,000 in damages were sustained in a 
recent flood. An SBA loan has been applied for. Due 
to recent damages and an absence of detailed information, 
no estimate of overall condition is possible at this 
time, Sales sre estimated at $70,090 annually.” 

Now the damage of $6,000 that appears on there differs 
substantially from the $60,000 claimed, is that right? 
Oh, yes, quite a big difference. 

That doesn't mean that you rely on the Dun & Bradstreet 
report, does it? 

Certainly not, 

And they could have made a mistake and it meant $60,000 
but it only states six? 

More than likely. Mrs. Gill may have underestimated the 


damage amount at that time. 


How about the sales figure of $70,009? Does that corre- 
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spond with information that you received on Mr. Gill's 
application? 

No, no. We talked about roughly an overstatement of 
around $110,000, $111,000. 

Based on the information that you had at that time, was 
there a request that went out for the copies of Mr. Gill's 
tax returns for 1970, 19717 

Yes, several requests. 

And were those ultimately brought to the office of the 
Small Business Administration: 

Yes, they were, 

And do you know wis that was? 

Well, they were brought in, I believe, the first week of 
January, ‘74, 

Did there come a time during the month of January, 1974, 
that you reassigned that loan file to another officer 

at the Small Business Administration? 

Yes. 

And who did you assign it to? 

I gave the file to Mr. Cristofaro. 

And he was then supposed to re-evaluate the file, is that 
correct? 


That's correct, based upon the new information that was 
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submitted, the tax returns that were brought in. 


Mr. Garrity, were you present when the returns were sub- 
mitted to the Small Business Administration, the 1970, 
‘71 returns of Mr. Gill? 

Yes. 

Did you take them personally? 

No. I didn't take them personally. The request came in 
that I go out and speak with Mr. Conlin who had the 
returns, and I happened to be very busy at that time, 
and I asked Mr. Queley if he would g« out and take care 
of getting the returns for me, 

And did he do that? 

Yes. 

Did you get the returns? 

Yes. 

What, if anything, did you do with them? 

Well, I reviewed them, naturally, and I compared them 
with the information that we already iad in the file, 
and I also compared them with the copies of the Dun & 
Bradstreet reports that we had. And I noticed, you 
know, the discrepancies in what was reported to Dun & 


Bradstreet and what was reported to us, and I made note 


of this to Mr. Cristofaro when I gave him the returns 
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in the file. 

Did you make any notations in the file urderlining any 
particular -- 

Oh, yes. What I did, when they came in, there was such 
a big difference there that normelly when I noticed 
something like that, so if I happened to be reviewing 
the file again, I would mark it in some way so that 
stands out. And what I did here, as usual, I underlined 
the information that I felt was important, you know, the 
difference between what vas submitted and what was re- 
ported back in ‘72. 

After you turned over the file to Mr. Cristofaro, did 
there come a time that you ever again were present with 
Mr. Conlin, Mr. Gill and Mr. Cristofero? 

Yes. 

When was that? 

Well, that was the middle part of January. 

And what were the circumstances of that meeting? 

Well, Mr. Conlin and Mr. Gill came in so that they could 
sit down with Mr. Cristofaro and review the entire loan 
application and go over the figures that ‘rre submitted. 
There were several questions that we had, and we felt 


that the best way to get answer to these questions and 


wy 
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to expedite the processing of this case so that the 
applicant could get a loan, that we have him come in 
and take care of everything at thst time, 

And were you in Mr. Cristofaro's office when Mr. Gill 
and Mr. Conlin came into that office? 

Well, my office is right next to Mr. Cristofaro's, or 
was right next to Mr. Cristofaro's. We were separated 
by a very thin metal partition, a glass plate that went 
up about this high (indicating*’, so I was aware of the 
fact that they were in the office talking with him. 

Did there come a time that Mr. Cristofaro called you 
into his office? 

Yes. 

When was that? 

Well, it was that very same morning after they had 
gotten into discussing some of these figures. I heard 
nim call me, and I immediately went in. 

What did you observe when you came into the room? 

Well, ae I walked in, and again, it is just around the 
corner, I was standing in the doorway and Mr. Cristofaro 
said to me, “Howard, Mr. Conlin has just taken our tax 


returns and put them in his briefcase." 


And Mr. Cristofaro advised him, you know, what 
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he was doing was unlawful and that he should return 
them, that they were our tax returns and they couldn't 
be removed without our permission, and I repeated that. 
Did Mr. Conlin say anything? 

He never said a word, nothing. 

And you told him that very fact yourself? 

Yes, I repeated it, you know, several different times 
because we have enough problems without getting into 
matters Like that. 

Did he say anything to you at that time? 

No. He began to tear them up. 

And did you see him actually physically ripping them? 
Yes. You see, I was standing up so you know I was 
looking down upon everyone else who was seated, and I 
wes looking down and he had them in his briefcase. His 
briefcase was sitting on his lap, and he had the tax 
returns inside, and he had his hands in there, and I 
could actually see him tearing them up in little pieces. 
After, did you say anything to him when you saw he was 
ripping these up? 

fes, I did. I couldn't believe my eyes. I setd, "My 
Coniin, you are destroying property which belongs to an 


agency of the U, S, Covernment." 
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I said, "You must stop this right now." 

I said, “You can't come into a government office 
and take files, take tax returns and put them in your 
briefcase and start tearing them up." 

And I just didn't get any response. He never even 
acknowledged my presence, and he just kept tearing them 
up. 

While you were in the office, did you see Mr. Conlin 

write anything? Did he write any note to Mr. Cristofaro, 
or have Mr. Gill sign anything when you were in the office? 
Well, you mean when he was finished tearing up the tax 
returns or -- 5 
Go ahead. 

I will start over. He was, ,ou know, as I already told 
you, I asked him to please -- 

THE COURT: You have something 
definite in mind. Call it tro his atten- 
tion. 

No. I just want to know if you were present at the time 
that Mr. Conlin submitted a note to Mr. Cris‘ofaro. It 
is Government's Exhibit G-3A. Were you there when that 
note was written? 


Yes. 
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So you were present at that time? 

Yes. 

And do you remember how he gave that note to Mr. Cristofaro? 
He had his legal pad with him, and he wrote out the state- 
ment here, and threw it in front >of Mr. Gill. 

THE COURT: By "this statement,” 
you mean the withdrawal of the applica- 
tion? 

Yes, and gave it to Mr. Gill and asked him to sign ir. 


And Mr. Gill signed it? 


Well, after quite a bit of hesitation, you know, he fin- 


ally signed it. He was sitting there dumbfounded. 

Did Mr. Gill say anything throughout the period of time 
you were in there? 

No. 

After Mr. Conlin was ripping up the tax returns, did he 
do anything with them? 

Yes. After he had them all ripped up in small pieces, 
he still had his hands, of course, in the briefcase, and 
he took the pieces and started stuffing them down in his 
underwear, and then apparently, they were filled up, or 
anyway, he started stuffing them in his shirt, putting 


them in his shirt, with his shirt unbuttoned and putting 
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them in his shirt. 

During this pertod of time did the FBI arrive? 

Yes. 

And what was Mr. Conlin doing at the time the FBI arrived? 
Well, he was getting ready to leave. 

How long after you observed Mr. Conlin stuffing the pieces 
of the tax return into his pants and into his shirt did 
the FBI arrive? 

Well, it was only # matter of a few minutes. There was 
no real big delay in their getting over. 

Was anyone else present in that room or had come into the 
room other than Mr. Gill, Mr. Conlin, Mr. Cristofaro and 
yourself? 

Yes, our Branch Manager had just arrived back from lunch. 
Who was te? 

Mr. McDevitt. 

And he was present throughout some of this, is that right? 
Yes. 

And did anyone physically prevent Mr. Coulin from leaving 
at that time? 

No. 


Did anyone encourage him not to leave at that time? 


I told him after we had called the FBI that he would have 
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to wait ior them to show up. 
And what was he doing during this time? 
He was sitting there, 
And did there come a time that Mr. Conlin got up? 
Yes. 
What was he doing then? 
Well, apparently at that time when he got up, he was 
heeded out the door, and Mr. McDevitt was coming in from 
lunch, and I explained to Mr. McDevitt what had heppened, 
and hoping that he could persuade Mr. Conlin to give us 
back the shreads, and he didn't seem to get anywhere 
with him, and he told him that unless he returned this 
information, that he could be expected to be arrested 
later on in the day, because the authorities had been 
called, 
Did Mr. Conlin give you the tax returns et that point? 
No. 
Did he give you any of the shreads or anything? 
Well, no, but some of the shreads were falling out of his 
pant legs, and I was walking around behind him picking 
up the shreads of paper and putting them in an enve Lope. 
Atter you picked up the shreads of paper and put them in 


the envelope, what did you do with them? 
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Well, I held onto them, and about that time, thank heavens, 


the FBI agents arrived, 
Did you turn those papers over to the FBI, the shreads 
that you had picked up? 


Yes, but I had more to pick up because as they were talk- 


ing with him, he wa. walking around in the office, and the 
papers vere falling out on the floor, and I was right 
behind him picking them up. 

You mean after the FBI agents arrived, he was sti-.i walk- 
ing around the office? 

Yes. 

And the papers were still falling out? 

Yes. 

Was he doing anything with his hands at that time? 

Well, apparently he still had some left in the briefcase, 
and it looked to me like he was trying to dispose of them 
somewhere, trying to find a place to put them. 

Did there come a time that the FBI placed Mr. Conlin under 
arrest when you were present? 

well, yes. 

And about how long was that after they arrived” 

After they arrived, I would say maybe twenty minutes, 


fifteen, twenty minutes, somewhere in that period. 
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During this period, this fifteen or twenty minutes after 
they had arrived, was Mr. Conlin doing anything? 
He sat down. Well, he continued to, you know, trying to 
destroy this material, and he continued to walk around, 
and the papers were still falling out. I was running 
around picking up the papers and finally, one of the 
agents said they thought it would be best if he just sat 
down in the chair. 
And did Mr. Conlin make any telephone calls during this 
period of time after the agent had arrived, or talked to 
anybody? 
Yes. They allowed him to call an attorney. 
Did the agents, either one of the agents, use & te Le phone 
from that office? 
Oh, yes. 
And do you know who they telephoned? 
I believe they called the U. S. Attorney and explained to 
him what had happened. 

THE COURT: In Rochester? 
I believe so, yes. 

THE COURT: There was no United 

States Attorney in Elmira? 


Heavens no. It was a long-distance ca.l. I assume it was 
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Rochester. 

Did Mr. Conlin get on the phone at all to talk to the 
United States Attorney's office, if you know? 

I am not sure. I don't know if he talked to the U. S. 
Attorney or not. I know he tried to contact his own 


attorney. 


After he had sat down and the FBI agent said to stop making 


the telephone calls, did there come a time that Mr. Conlin 
was taken to a separate office? 
Yes. He was taken out of our office. It is not too 
private, and he was taken down the hallway to some other 
room where they had more privacy. 
And did there come a time that you turned over the papers 
that you had been picking up to the FBI agent? 
Yes. I followed him all the way down the hall and kept 
picking up the papers, and when we got down to the other 
room, I gave the envelope to one of the agents. 

MR. HOULIHAN: Thank you. 


no further questions. 
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called as a witness by the Gevernment, being first duly sworn, 


testified as follows: 

DIRECT EXAMINATION 

BY MR, HOULIHAN: 

Q Mrs. Ross, where do you live? 

a 397 Antler Road, Big Flats. 
And that is down in the Fimira-Corning area, is that 
correct? 
Yes, between Elmira and Corning, Big Flats. 
Are you fami liar with the defendant, Walter Conlin? 
Yes. 
And how do you know Mr. Conlin? 
He used to do our income taxes. 
And how many years did he do your income taxes for you? 
I'm not sure -- quite a few. I'm not sure. 


Did he do your income tax returns for 1971? 


he do your income tax returns 


did he do your income tax returns for 1973? 


Ross, do you recall when you asked Mr. Conlin to do 


> 
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your 1972 income tax return? Do you recall when that was? 
You mean the exact date? 

Yes, or about? 

No. I don't know the exact date, but it was maybe the 

end of January or in February, probably. 


THE COURT: 19737 


THE COURT: For ‘72. You don't 
make your returns until ‘73. 
We made it in '73 or '72, but I don't remember the exact 
date. 
THE COURT: Yes, I understand it. 
Did you have an appoir nt with Mr. Conlin to go and 
talk with him about your tax return? 
Yes. That is, we made an appointment. We called up 
and came down that day. 
When you weut to see him, did you bring any records 
with you? 
Yes, my papers. 
Do you have those papers with you? 
I really don't know exactly which papere you want. 


Did you prepare 4 work sheet? 


Yes. I do thet every year, but this is just for my own 
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use. I don't make the whole tax out or nothing, just to 
put {t down so IT don't forget, you know, what to ask him, 
what to put down or my irterest on the house, and things 
like that. 
THE COURT: Let's get a question 
here. 
“MR. HOULIHAN: May TI have your 
work sheet’ 
(Government's Exhibit 15 marked 
for identificat.on.) 
Mrs. Ross, I show you Covernment's Exhibit 15 marked for 
identification, and you said it was a wor’ sheet that 
you prepared, is that correct? 
Yes, I did that. 
Did you bring that with you the night that you & poke 
with Mr. Conlin? 
Yes. 
Did you give him {nformation concerning your 1972 tax 
return from that work sheet that you had prepared? 
Yes, plus questions that he asked me. 
Plus you responded to questions that he asked? 
Right. 


“kK, HOULIHAN: Would you mark 
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this for tdent ification? 
(Covernment's Exhibit 16 marked 


for ident! ficatton.) 


I show you Government's Exhibit 16 marked for identification, 


and there are two signatures that appear on this, and it 
appears to be a tax return in the name of Lewis and 
Estelle Ross. 
Yes, that is ours. 
Is that your tax return? 
Yes. 
For 
Yes. 
THE COURT: What year? 
For ‘72. 
And those are your signatures there? 
Yes, that's right. That is my writing. 
Do you recall at the time that you met with Mr. Conlin 
how long you met with him? 
Well, not exactly. I mean I didn't time myself right to 
the minute. 
You don't have to give it to me exactly, but do you know 


about how long you were there? 


I know it was less than an hour in the office, but I 
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couldn't say exactly right to the time. TI wouldn't know, 


During that perfod of time did you discuss with him how 
much money you had paid in medical expenses? 

Yes. Ihad this all down. 

And how much did you tell him at that time” 

(No response. ) 

TYT COURT: Did you tell {ft to 
him. or did you have {t down on a paper 
and give him the paper? 

I put tt on here so I don't forget how much it 

read from that. I didn't give him the paper 

How much did you tell him you paid Dr. Bresloff? 

Twenty dollars. I think that fs the one. That was twenty 
dollars, 

Is that Dr. Jesse Bresloff? 

Yes, that was twenty ¢ollars. 

And that is what you told Mr. Conlin on that night? 

Thet is what we paid. 

Did you tell him on that night that you paid twenty-five 
dollars to Dr. Darling? 

MR, LFVY: I object. 

THE COURT: I will sustain the 


objection. Thar is levding. 
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Mk. HOULIHAN: All right. 

THE WITNESS: Wo, I didn't. 

Mx. HOLLIHAN: Please don't 

answer a question when an objection is 
Sustained. 

I show you age‘n a tax return for 1972 and call y7ur 
attention to Page 2 of that return, which is the itemized 
expense account, and under that section, it says, "Dr. 
Bresloff, Dentist," and how much is shown in that return? 
$120, but it was twenty dollars. 
It was not $120? 
No. It was twenty dollars. 
Did you tell him that it was $120? 
Mo, I did not. I don't know where he got the figure. 
There is e medical expense here to Dr. Daley of $25? 
That is supposed to be Dr. Darling. I didn't tell him 
that. That was the year before. Because after I went 
home, after I checked it, and we had that on fez the year 
before, for the ‘71 tax. 
Did you tell Mr. Conlin on the night thet you met with him 
to fill out your '72 tax returns that you paid Dr. Darling 
$252 


Not for 1972, but I did that for the 1971 tax, and he did 
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heave it on the '71 tax. 
TY COURT: When you were pre- 
paring your 197? tax return, you wouldn't 
be talking about your expenses in 1971? 
A No, 1 didn't. That is why T don't know how it got on 
there. [It must have been a mistake by somebody else. I 
didn't put it down there. T didn't tell him that, no. 


Q@ So you didn't tell him you paid twenty-five dollars in 


Q And on your 1972 income tax return, there is a Dr. Ober, 
of $70, is there not? Now this is on the return here 
(indicating). 

A That is probably from the same yeer before, because I 
didn't have it on “ere, so T didn't tell him that. I've 
got Genesee Hospital, and I've got -- 

THF COURT: If yor want to know 
what is on the return, ali you have to 
do is introduce the return in evidence. 
You don't have to ask her what is on it. 

MR, HOULIHAN: I offer G-15 and 


MR 


R. LEVY: I object to G-15. 
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There is nothing here that shows that 
this was given to the preparer of the 
taxes. 
THE COURT: I will sustain the 
objection. 
MR. LEVY: I have no objection 
to the return, the other one. 
THF CCURT: Government's Exhibit 
16 {s received in evidence. 
(Government's Exhibit 16 marked 
in evidence, ) 
Mrs. Ross, did you give your work sheet to Mr. Conlin 
the night that you had him fill out your tax return? 
No, and I don't even remember if he looked at it, because 
I had that from, you know, on my side of the table, and 
I kept scratching that off. 
Didn't you give him some papers that night? 
Why, just my receiprs ™ showed him. I brought my wW-2 
forms. I had all that. 
THE COURT: That shows your wages? 
Yes, or my fiicome. 


Did you give him and leave with him that night any items, 


any receipts, bills? 
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A No, I took those i-.} vith me. 

© A&A. your work sheet as well? 

A As well as the wort sheet. “hast was mine T kept that 
with me, 

C  kho put the red marks on that work sheet? 

A I did. Thad a red pencil, and I kept crossing them off. 
I just did that so I don't forget, you know, for my taxes, 
whet YT want to know, ani some of these I didn't put no 
figures on because Mr. Conlin filled those in, and the 
only ones -- 

THE COURT: All he asked you is 
who put the red marks on there, Thet is 


all he wants to know. 


A Oh, I did. They are my checkmarks. 


Pe) 


Did you put those red marks on at the time you were ralking 

with him? 

A Yes, at the time, riprht. 

Q That was for your information so you knew what you told 
him? 

A For my information so I would check it off, yes. 

Q Did you tell Mr. Conlin on the night that he was to fill 

ont your return that you spent in 1972 $7° to Dr. Ober? 


Mm LEVY: £ object to te. ff 
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leedine. 
Tur COURT: TI will sustain the 
objection. It ts plainly leading. 
THE WITNFSS: No, not -- 

THE COURT: Just a moment. 

“R, HOULIHAN: When a person ob- 
jects, please don't answer until the judge 
rules. 

THE WITNESS: Okay. I'm sorry. 

Did you pay any bills to Dr. Ober in 1972? 

No. 

Did you have any expenses to Dr. Ober fn 1972? 

No. 

What, if anything, did you tell Mr. Conlin about any 
monies that you gave to Dr. Ober during 1972? 

We didn't even talk about Dr. Ober, not at that year. 
What, if anything, did you tell Mr. Conlin about payment 
to Dr. Darling for the year 1972? 

There was no talk about i- at the time because I didn't 
have the bill for it. 


What, if anything, did you tell Mr. Conlin regarding any 


payments that you made during 1972 to Di. Bresloff? 


Twenty dollars that I paid for my son, Jim's, dentist. 
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Ke was in college at the time, and 1 paid the dentist bill. 
Tne return here shows {£120 for that payuent to Dr. bresloff. 
As I said, I don't know nov that got on there, because I 
had a receipt for twenty Jollars -- 
Tuc COURT: Just wait until he 

asks you « question. 
Mrs. Ross, did you have any cxpenses during 1972 for inter- 
est on installment purcheses? 
Only the house payments that we nade, 
Only the house payments? 
Yes. We are still paying on it. 
And how much interest did you have for that year? 

THE COURT: You mean interest 

on a mortgage? 
On the mortgage? 
On the mortgage, that is the only thing we have, $946.41 
interest. You see, that is why I have that on there. 
I show you your income tax return, and that figure is the 
same figure on there, $946.41, is that right? ae 
That's right. 
It also shows installment purchases with an amount of 
$94.12. Did you tell him -- 


Ne. i don't know wuat that is all above. If just found 
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that out last year sometime, thet it was on there. IT 


didn't know it was on there. 


You dida't have any expenses from installment purchases? 
We don't charge anything no place. I never charge -- just 
the house payment. 17 don't have any charge accounts, and 


I don't believe in it. It is something I don't do. 

T!™ COURT: Will you please wait 
until he acks you a question. He will 
find enough to ask you. 

I don't know how to answer. I'm sorry, sir, but I have 
never been in court. 

THT COURT: Will you just please 
weit until he asks you to answer a question. 

Mrs. Ross, was your home damaged by the flood at all? 

Yes, it was, a lot. 

And did you make en application to the Small Business 
Administration to he reimbursed for the loss that you 
suffered? 

Yes, I did. 

And how much was that loan application for? 

Well, we got $2,699 at the time, and then they told us that 


if there was more, ve could apply for more, which we did 


later, but then after when ve did, they refused us. They 
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gave us a letter ti2* they dfdna'* pive ue the rest of it. 
So I did tell Mr. Conlin about the damage, and in fact, 
we are the ones thet really get gypped on that, because 
there was a lot more damage. 

THE COURT: ‘ould you please just 
answer the question that he asked. Don't 
volunteer any infc tion. 

I am not. 

THE COURT: Because he is asking 
you what he wants to know, 

THE WITNESS: Yes. 

THE COURT: There may be a lot 
of things about this you want to tell, 
but he doesn't want to know this. 

You applied for a loan of $2,789? 

Tventy-six hundred we got. That is what they gave us. 
When did they pay you for that? 

I don't remember the date exactly. 

Was it before you had your income tax return filled out? 
Yes, before, but I don't know exactly the date. 

And did you tell Mr. Conlin how much money you had re- 
ceived from the Smsll Business Administration? 


Yes. I brought the paper with me. 


BEST COPY AVAILABLE 
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by Mr. Houlihan. 
At the time that you went to Mr. Conlin to fill out your 
income tax return for 1972, did you have a discussion 
as to the amount of loss that had occurred to your house? 
Not with the figures, no. 
You didn't talk any figures to Mr. Conlin? 
No, because I did tell him the damage, you know, that I had 
thought I had at the time. 
Have you ever had an appraiser at your house? 
No. 
Did you tell Mr. Conlin at the tim that you had a loss 
of $8,160? 
No. I didn’t tell him that, but we did have at the time, 
you know, the loss was there, but I didn't tell him the 
figures. 
You didn't know that at that time? 
I didn't know, no. 
And you never had an appraiser? 
No. 
Did ;ou tell him at the time that you received the loan 
for $2,600? 
Yes. I brought the receipt on that. 
Mrs. Ross, o1 your work sheet you have a note "Church, 


etc. -- contributions," is that in your handwriting? 


2 
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A Yes. 

Q And what amount did you put next to that? 

A I don't have no amount on here, because I don't know 
exact! 

Q Did you discuss how much money you gave in contributions 
with Mr. Conlin that night? 

A Not right to the dollar, no. I left it up to him, and 
we felt -- 

MR. LEVY: This is outside the 
indictment, Your Honor. It has norhing 
to do with it. 

THE COURT: All we want to know 
is if you talked about it. Now he didn't 
ask you what you said. Did you talk 
about it? 

A Yes, we talked about it. 

Q. And did you tell him any specific amounts that you gave 
to any particular charities or churches? 

A No. The only amount that I had had at the time was -- 

MR. LEVY: I object, Your Honor. 

THE COURT: I will sustain the 
objection. 


Q Did you give Mr. Conlin any information regarding any 
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charitable contributions? 
Yes. 
Do you know what the total of those charitable contr ibu- 
tions were? 
THE COURT: You are not asking 


what she told Conlin, but you are asking 


what the total of her contributions were. 


I would like to know what amount you told Mr. Conlin that 
you gave to churches and charities? 

The only figures that I told him was what we had on that 
form. What do they call it now -- on my husband's pay 
return there. 

You mean payroll deduction, like the Community Chest? 
Yes, only what they deducted off in the factory. 

MR. LEVY: Your Honor, may it 
appear on the record that there is no 
claim here in the indictment or anything 
else concerning charitable contributions 
in regard to this lady's tax? 

MR. HOULTHAN: Your Honor, the 
indictment speaks of several different 


areas. This fe on the same tax return 


and is a like figure. It is intended to 
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show the motive "intent" pursuant to the 
Federal Rules of Criminal Procedure, the 
new rules, evidence of other acts w th 
regard to the same return. I would be 
happy to supply that perticular citation 
to the Court. 

THE COURT: Let me see the par- 
ticular part of the indictment that you 
think makes this evidence admissible. 
Call my attention to it. 

MR. HOULIHAN: Your Honor, the 

particular wording in the indictment does 
not mention charitable contributions. 
My claim for relevancy in admissibility 
is evidence of other like actions at the 
same tiue which would tend to prove the 
motive "intent." 

THE COURT: I will sustain the 
objection. 

MR. HOULIHAN: Your Honor, may I 
have a final ruling on this? I refer 
you to Rule 494, just to say what the 


basis is of my -- 
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THE COURT: Are you going to 
finish with this witness tonight? And 
the reason I would like to is because 
she is from out of town, But I can't do 
it if you are going to bring in all these 
side matters here. 

MR. HOULIHAN: Your Honor, I be- 
lieve the testimony is crucial to my 


case. 


THE COURT: It may be very crucial 


to your case, but it is now four thirty, 


and this woman is from Elmira, and if you 


want to bring her back tomorrow, all right, 


I will do that. 
Referring to the document that is in evidence, G-16, your 
1972 tax return, did you provide the information ther 
appears on Schedule A, Line 18, "Contributions" to Mr. 
Conlin on the night that he filled out your tax return? 
MR. LEVY: I object, Your Honor. 
THE COURT: Just a moment. Would 
you read the question again, please? 


(Last question read.) 


THE COURT: I will sustain the 


| 


| 
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objection, and I will receive evidence 
of what exactly she told him relative 
to that matter. But you are asking her 
to conclude what information is required 
for that return, 

MR, HOULIHAN: Relative to the 
matter of the indictment. 

THE COURT: I understand. 

THE WITNESS: I guess I don't 


understand it. 


Q Mrs. Ross, did you make a contribution to the Child Church 


of $36 in 1972? 


Q Did you tell Mr. 


$36 -- 


MR. LEVY: I object to what she 
made. It is immaterial as to what she 
made. 

THE COURT: I will sustain the 
objection. The question is what infor- 
mation she gave to Conlin and not what 
t'e fact vas about what she paid, or in 
contributions. 


Conlin that you made a contribution of 


THE COURT: That is platuly 
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lesding. I can tell the way you start. 


If she told him something about that, ask 
her what she told him. 
What did you tell Mr. Conlin with regard to any amount of 
money that you , sve to the Child Church in 1972? 
I t-'td Mr. Conlin that I wes going to leave it up to him, 
because he knows, and hx is probably payirg the same thing. 


T told hii thar 


there was people coming to collect for all 
kinds of organizations, you know, and this and that and 
the other, all the time. And he is donating money for 
everything in the factory, my husband, but I didn't ‘eep 
track of all the receipts, and I think -- 

THE COURT: Did you tell him what 

you paid? 

I didn't give him no figures, no. jut I did teli him 
that we did contribute, and we still do. 

THE C.URT: But you didn't tell 


him how much you contributed? 


No, not exactly. 
THE COURT: Well, he wouldn't 
know how much you contributed urt»-s you 


told him, would he? 


No, he wouldn't, but be « 


r on that anvway 
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THE COURT: What? 

A But he was right. 

THE COURT: That doesn't make 
anv difference. We are not concerned 
with that. We are concerned with what 
you told him relative to that matter. 

Q What did you tell him that you pave to the Methodist 
Church? What, if anything, did you tell him you gave to 
the Methodist Church in 1972? 

A Well, we #11 went to church, and I ‘eld him there were 
three or four of us at the time, and we donate money all 
the time to the basket, but I didn't give him no special 
figure, because I didn't know. I told him I didn't know. 

Q You didn't give him any figures? 

A No, but we do give money all the time. 

Q What, if anything, did you tell Mr. Conlin that you gave 
to One Great Hour of Shariag? 

A Like I said, I didn't mer*ion no figures. 

Q What, if anything, did you tell Mc. Conlin that you gave 
to the Worldwide Communion? 

A I didn't mention no figures for none of thet. I didn't 
tell him no figures. 


Q Mrs. Ross, you appeared before a Grand Jury, did you not, 


90 
250 
Estella Ross for Government, Direct 


by Mr. Houlihan. 


in September of 1974? Do you remember that? 

Yes. 

And prior to the time that you appeared before the Grand 
Jury, did you receive a telephone call from Mr. Conlin? 
No, I don't remember. 

You don't remember? 

No. That was a long time ago. 

Did you have a meeting wit’ Mr. Conlin after the Internal 
Revenue investigation started? 

No. I seen him once, then, but I don't know whether it 
was after or before. 

let me bave you read a portion of this to yourself to 
refresh your recollection. It is on Page 11. 

(Pause in the proceedings.) 

THE WITNESS: That is what you 
have got on here, and that's what it's 
all about. 

Did you meet with Mr. Conlin sometime after the Internal 
Revenue Service investigation began? 

Yes. My husband and I went down to hi: office one night 
Did he say something about the tax returns and what you 
should say at that time? 


MR, LEVY: I object. This is 
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way afte: the event. 

THE COURT: What? 

MR. LEVY: This has nothing to 
do with the event or the preparation of 
the return or anything else. 

THE COURT: How do I know whether 
it does or not. I haven't heard what 
the testimony is yet. I can't anticipate 
what she is going to say. 

Did he say something about the tax returns at that meet- 
ing and what you should say? 
He just seid to say that everything is the wav he got it 


on the paper, and that is it. 


And is everything the same as it is on your tax return? 


Well, at that time I thought it was, but then later I 
found out it wasn't, these few things that we went over. 
MR. HOULIHAN: Thank you. I 
have no further questions. 
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LELIA Aw MINTER, 
called as a witness by the Government, being first duly sworn, 
testified as follows: 
DIRECT EXAMINATION 
BY MR. HOULIHAN: 


QO Mrs. Minier, you are from Addison, New York, is that 


correct? 
4 Yes, I an. 
Q And you are married to Casper Minier? 
A Yes, I am. 
Q During the year 1973, the early part of 1973, you went 


to Mr. Conlin to prepare your 1972 tax return? 

A That's right. 

Q_ And do you recall speaking with him about charitable con- 
tributions at rhat time? 

A I gave him the charitable contributions that I kept a 
record of. 

Q Did you have a work sheet prepared when you went into Mr. 
Conlin's office? 

A I keep a notebook, and I had made a sheet. 

Q You keep a notebook at home? 


A I keep a notebook ( tume of our deductions. I am busy, 


but I do the best | cen. 
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And did you prepare a worksheet for this particular year 


of 19727 
Yes, I did. 
Do you have that with you? 
Yes, I do. 
MR. LEVY: I object to the sheet 
being used unless the sheet was given to 
Mr. Conlin. 
THE COURT: Objcction {fs overruled. 
She might have used it in another wa, than 
giving it to him. She might have had it 
in front of her and read it off. The 
objection is overruled. 
MR. HOULIHAN: Would you mark 
this for identification? 
(Government's Exhibit 23 marked 
for identification.) 
C-23 is the worksheet that you prepared and bad tne night 
you went to Mr. Conlin's office? 
As far as I know, but things are added, and wnen we dis- 
cussed these things, we go over each thing in front of 
him, and some other things, and some things I put in 


that I have forgotten. 
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How much did you te.i Mr. Conlin you gave to the Methodist 
Church? 
Here I have $16 -- 

THE COURT: Not what you've got 

there, but what you told Mr. Conlin. 
I told him whet was on here, I think. 

THE COURT: I don't know what is 
on there, but I want to know what you 
told Mr. Conlin. 

That is too long «go. I can't remember. 

THE COURT: All right. We will 
leave it that way. We will never know 
unless you tell us. 

THE WITNESS: I can't remewber. 

The information that you gave him, where did you get it 

from? 

Probably from my paper. 

And did you have any other reference material regarding 

charitable contributions other than what appears on your 
worksheet? 

Only as 1 said, that we may have discussed things like, 


"Did you give this?" Or, "Did you give that?" And I 


may have forec*ten them. 
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What did you tell Mr. Conlin that you gave to the Methodist 
Church in 19727 
I said we hadn't been attending that church that year very 
well and giving to the church was quite small that year. 
we hadn't given as much as in previous years. 
What did you tell him that you did give? 
I think I told him probably what is on my paper. 
What is that? 
Sixteen dollars. Probably that is what I told him. 
What, if anything, did you tell him that you zave to 
One Great Hour of Sharing? 
I don't have it down. 
You didn't tell him anything? 
MR, LEVY: I object, Your Honor. 
It is leading. 
THE COURT: I will sustain the 
objection. 
Did you tell him anything about One Great Hour of Shar ing? 
I don't remember. 
Do you know what One Grea: Hour of Sharing is? 
It is a church gift. 
Did you tell him at that time that you gave money to One 


Great Hour of Sharing? 
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I can't remember. 

How much did you tell him that you gave to Worldwide 
Communion? 

Thet I can't remember. 

Did you tell him anythirg? 


I don't remember becasre, as I said, I don't know, We 


weren't going to church very well that year. 


How much did you tell him that you gave to the Volunteer 
Fire Department? 
I said that we gave five dollars. 
I show you Government's Exhibit 18, which is your 1972 
tax return, and I call your attention to Schedule A, Line 
18, and perticularly to "Church -- Methodist," and it seys, 
"$104." Did you tell Mr. Conlin that you gave $104? 
I couldn't have. 

THE COURT: What? 
I couldn't have because we didn't. 
And I call your attention to that same schedule, ‘Volunteer 
Fire Department," a3 $15, and did you tell him that you 
gave $15 to the Volunteer Fire Department? 
I have $5. TI can't remember, but I have five. 
What did you tell him that you gave to the Cancer Fund? 


I have nothing down here, but that is one of the donaticns 
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that we probably give them and may have forgotten, because 
they come to the door. 
And the Girl Scouts? 
It is the same answer. The Girl Scouts always come to the 
door for collections, but I don't have it written down. 
And what did you tell him that you gave as your Easter 
Of fering? 
THE COURT: To whom? 
MR. HOULIHAN: Jt just says 
"Easter Offering." 
THE COURT: You can make an Easter 
offering to your wife. Is tha’ what you 
are asking about? 
MR, HOULIHAN: I have no idea. 
Did you make an “Easter Offering"? 

THF COURT: To whom? 
To a church? 
What I have down for "Church" is what I said, and that is 
all I have down. And 3 said that we weren't attending 
church very regularly. I can't remember. We always do 
give on any special days that we gc to chirrch, and now 
we are attending church regular, but at that time we 


weren't, as far as I know, and I don't have anything 
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written down. And it is too long to remember that. It 
is too long ago. 
Did you tell Mr. Conlin that you gave a Christmas Offering, 
or an Easter Offering that year? 
It 4s the same answer. I don't know what I told him. 

(Pause in the proceedings.) 
Mrs. Minier, at the time Mr. Conlin prepared your 1973 
tax returns, is that right? 
Yes. 
And after you finished speaking with him about the prepe- 
ration of your 1973 tax return, did you have a conversation 
regarding your 1972 tax return? 
I don't know. It wast usually so late when we left Mr. 
Contin's office at night. It would be midnight, and it 
is very difficult to remember that long ago what we 
talked about. We were all tired out. 
Did you talk to Mr. Conlin at that time about the investi- 
getion that was going on rejarding your 1972 tax return? 
It might have been mentioned. 
MR. HOULTHAN: Would you mark 
this for identification? 


(Government's Fxhibit 24 marked 


for identification.) 
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Mre, Minter, I would like you to read this statement to 
yourself, please. 

A (Vitnese complies.) 

Q Do you remember whet you told Mr. Mcint) Mr. Toro 
et the time that you signed this statement 

A That says -- 

THE COURT: lever mind whet that 
says. 

THE WITNESS: I can't remember. 
My memory isn't that good. 

Q Do you remember Mr. Conlin telling you not fo sign the 
statement? 

MR. LEVY: Wait a winute. I 
object. She said -- 

THE COURT: I will sustain the 
objection. 

Q Does thet refresh your recollection as *o what you told 
the agent et thet time? 

A No, because it has been several years since then. I can't 
remember that long ago. I have many things to remember 
in between that time. 1 just don't remember. I aust have 
said it if it says eo there, but I don't remember ir. 


Q But you do say thet you mst have said it? 


€. 
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That is what that says. 
And did Mr. Conlin tell you -- 

MR. LEVY: I object to the use of 
that etatement. 

THF COURT: How can I tell what 
the question is unless I hear it? He 
might have told her to come back next 
week. 

You appeared before two agents of the Internal Revenue 
Service along with George belch and Vincent Welch, your 
attorneys, is that correct? 

That's correct. 

And that was on January 23rd, 1974? 

Yes. 

Ans subsequently that interview was tape recorded, is 
that right? 

Yes. 


And that was typed up, and subsequently, it was brought 


to you for your signature, is that right? 


That's righr. 
And is that your signature that appears on there? 
Yes, it is. 


And I ask you, did Mr. Conlin ask you not to sign this 
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statement? 
i Jjo.'t remember whether he asked me not to. When they 
came we signed ‘t, because we made the tape. 
vid mir, Conlin tell you that at the rime you signed your 
income tax return for 1972 that you did so under penalties 
of perjury and that if you s‘pned the subsequent statement 
that you would be admitting perjury? 
iM. LEVY: I object, Your Honor. 
It is not meterfal to these iseues. 
THE COURT: Objection ie overruled. 
I don't remember what Mr. Conlin said. All > know there 
is a lot of discussion when we have our tax made. 
THE COURT: What did you say? 
When we have our tax made, we talk a lot. 
THE COURT: This wasn't talking 
about meking a tax return. 
No, I know. 
THE COURT: This was an investt- 
gation by the Internal Revenue Department. 
I know, 
THE COURT: What is the question? 
wid Mr. Conlin ask you not to sign that statement? 


MR. LEVY: I object. That was 
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asked and -- 
THE COURT: Objection is overruled. 
MR. LEVY: And she said she didn't 
remember . 
THE COURT: She may remember now. 
THE WITNESS: I can't remember 
what he said. Wwe signed it. 
QQ And you signed it on whose advice? 
a 4 I signed under my own advice. 
Q Did you contact your attorneys <nd ask them whether you 
should siga this? 
A Mr. Welch told wu to make the tape. They said we had to 
make the tape. 


And did you sign it on the advice of your attorney? 


Pa) 


A We signed it under the advice of Mr. Welch. I don't 


remember which "Welch" it was, because they are not our 


attorneys -- only they were at that time. 
MR. HOULIHAN: Thank you. That 
is all 1 have, 
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JANE LA MB, 
called as a witness by the Government, being first duly sworn, 
testified as follows: 
DIKECT EXAMINATION 
BY MR, HOULIHAN: 
Mre. Lamb, where do you live? 


In Corning, New York. 


Q 
A 
Q How long have you lived in Corning? 
A Since 1941. 

Q Deo you know the defendent, Walter Conlin? 

A 

Q .d did he prepare your income tax returns for you? 
A In what year? 


How many years did he prepare your income tex? 


> 


I think we started in 1957, as near as I can recall. 
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Did he prepare your returns for the year 19727 
Yes, he did. 
Did he prepsre them for 1973? 
No, 
At the time that you had your 1972 income tax return pre- 
pared by Mr. Conlin, did you make an appointment with him? 
No, I did not. 
You just went in to see him? 
No. I just took my papers and left it with the recretary. 
You took your papers? 
I took my worksheet papers that I had done in previous 
years and left thea. 
You left them with the secretary? 
Right. 
And did you have any conversations with Mr. Conlin at 
that time? 
No, I did not. 
Do you have your work papers with you? 
Yes, I do. 
And you gave him all this material right here? 
Righe. 
MR. HOULIHAN: Would you mark 


this for identification, please? 
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(Government's Exhibit 25 marked 
for identification.) 
Mre. Lemb, I show you G-25 marked for identification, 
which you previously identified as the worksheet that you 
gave to Mr. Conlin's secretary, is tha. correct? 


Right. 


And that is the information that you gave him to prepare 


your 1972 tax return, is that right? 

Yes, it is. 

And did yeu talk with Mr. Conlin when you dropped the 
worksheet off at his office? 

No, I did not see him. 

You just gave it to hie secretary? 

Yes. 

Did there come a time that you talked to Mr. Conlin? 
No. 

Did you come back and get ur tax returns? 

Well, yes. He called me when they were prepared to come 
in and sign them. 

Did you come in and sign them? 

Yes, I did, my husband and I. 

Did he say anything to you at that time? 


Nothing, really, regarding the forms -- 
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THE COURT: D.d he taik to you 
at that time? 
Yes. 
THE COURT: Or his secretary? 
No, Mr. Conlin had us sign them, right, but in regard to 
the tax, he didn't taik except to say that my worksheets 
were complete like they had always been in previous years. 
Is that the same fashion that you had your previous tax 
returns prepared? 
Yes. 
fou would just drop them off? 
Drop thea off and leave them and walt fur the call when 
they were prepared. 
MR. HOULTHAN: Would you mark 
this for tdentification? 
(Gc vezmment's Exhibit 26 marked 
for -entilication.) 
I show you Government's Exhibit 2€ merked for idenrifica- 
tion, which purports to be a copy of your 1972 tax return, 
Is that your signature and the signature of your husbend? 
Yes, it is. 


When you went to pick up and sign the tax return for 1972 


at Mr. Conlin's office, did you gc over any of the deduc- 
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tions on this tax return? 
No. We went over nothing. We just signed them. 
Did Mr. Conlin ask you for any additional informetion 
other than what appeared on your worksheet? 
No. 
Mrs. Lamb, did you tell Mr. Conlin how much money you 
paid for health insurance? 
I didn't rell him anything. I had it on my worksheets. 
Whet appears on your worksheet for medical expenses? 
MR. LEVY: I object. It speaks 
for itself. 
THE COURT: I sustain the objec- 
tion until you offer it in evidence. 
MR, HCULIHAN: I will offer 
Exhibits G-25 and G-26. 
MR. LEVY: May I ask a preliminary 
question, Your Honor. 
THE COURT: Go ahead. 
VOIR DIRE EXAMINATION 
BY MR, LEVY: 
Q In regard to G-25, which are your notes that you say you 


left with Mr. Conlin's secretary, when you left it, did 


it have these adding machine tapes on it? 
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Yes, I believe those are my own. 

Those are yours, and you did those, and they were on it 
when you left it? 

(Shaking head.) 

Your answer is "yes''? 


Yes. 


And this is exactly in the seme condition that you left 


it when you left it with the secretary? 
Nothing has been added or changed, no. i haven't changed 
nothing. 
MR. LEVY: All right. I have no 
objection. 
THE COURT: They are received. 
(Government's Exhibits 25 and 26 
marked in evidence.) 
DIRECT EXAMINATION CONTINUED 
BY MR. HOULIHAN: 
Q Mrs. Lamb, what appears on your worksheet with regard to 
health insurance? 
There is Blue Cross, $68.25 quarterly for a total of $273, 
and $50 for health insurance at college for my daughter. 
And that appears to be it on the health insurance. 


And how much: did you have with regard to medical and dental 
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expenses, total? 
Well, I have a total for medicines and drugs, but the 
dentist and doctors, I have itemized. I do not have a 
total on that. Do you want those separately? I have a 
total on th edicines, drugs, prescriptions, and so 
forth. 
And the medicines and drugs, were these all prescriptions? 
You know, they were drugs. 
And some were prescriptions? 
Some were prescriptions and some were drugs. 
And some were for aspirins end cold tablets? 
(No response.) 

THE COURT: Non-prescription 

drugs? 

Yes, medicines. I had the receipt from the drug store, 
you know, as being deducted, but I dia not give those 


receipts to Mr. Conlin. I just gave him these worksheets, 


and that was a total. Did you want the total amount? 


Yes. 

It is $295. 

And that wae $295 that you had on your worksheet, is that 
right? 


Right. 


Q 
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Did you tell him how much you paid, or do your worksheets 
tell how much you paid for State and local gasoline taxes, 
or how meny miles you drove that year? 
Yes. My worksheet has toral mileage. 
And how much was that mileage? 
Thirteen thousand eight hundred and seventy-eight miles. 
And that is on two cars, is that right? 
Two cars, right. aad 
And that ‘s the ouly information that you gave him with 
regard to that mileage, is thar right? 
Just the total mileage. I took the readings off the 
speedometer, you ki.sw. 
Right off th car? 
Right. 
During the year 19/2, does your worksheet show whether 
you had interest expense? 

THE COURT: We are not talking 

about any year except 1972, so ‘ar. 

THE WITNESS: All right. 
Doee it show anythi.g about interest expense for instell- 
ment purchases? 
Yes. I have three items down here. 


And whet is ther? - 
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Mobil O11 Corporation, $3.51; BankAmericard, $1; and 
Penney's, $1. 

Is there anything on there for interest on installment 
purchases for $92.12? 

No, just those three items. 

Is there anything on there for ‘nterest paid to Marine 
Midland, on the car? 

No, there is not. 

And did you pay anything to Marine Midland Bank in 1972 
for the car? 

No, I did not. 

That car was, in fact, paid off, was it not? 

It was paid off in the previous year. 

And your worksheet shows $1 for BankAmer icard? 

One dollar for finance charge, yes. 

I call your attention to Government's Exhibit 26 in evi- 
dence, which is your tax return for ‘72, and under “Interest 
expense," it has got “home mortgage" of $46.237 

$46.23. 

And then it has “Installment purchases," and you have al- 
ready testified that you don't have anything on tl re for 
"Installment purchases"? 


No, I don't. 


oa 3? £® 8 @ 
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And do you have something at Sears of $18.40? 
No. 
And the Mobil Oil Corporarion was $3.51? 
Yes. 
Now BankAmericard on your tax return, it shows $101. Is 
that what appears on your worksheet? 
That is one dollar. 
And with regard to Marine Midland Bank, there is nothing 
on your worksheet that says you paid interest of $173.14? 
Right. 
With regard to charitable contributions, does your work- 
sheet show what charitable contributions you had? 
Yes, it does. 
Wheat was the total of your charitable contributions? 
$83.60. 
And I show you your tax return for 1972, Government's 
Exhibit 26 in evidence, and it is Schedule A, which lists 
contributions, end the total here is $258.60. Is there 
anything on that worksheet that says you gave $258.69 to 
charities? 
No, there {a not, not on my worksheet. 


Is this your handwriting, or your husband's handwriting 


on Schedule A here? 
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No. 

Do you know whose handwriting it 1a? 

No, I don't. 

Is there anything on your worksheet that shows a miscel- 
laneous deduction to the Northside Business Club? 

No, I have not. 

Is there anything in your worksheet that shows luncheon 
mee. 'ngs for the Northside Business Club? 

No. 

I show you your tax return for 1972, and it says "North- 
side Business Club, $30." Did you tell Mr. Conlin that 
you gave $30 to the Northside Business Club? 

I didn't converse with Mr. Conlin at all.~ 

And “Northside Luncheon meetings" of $73.50? 

No. 

Now in any prior years, did you converse with Mr. Conlin 
concerning your tax return, or did you give him the work- 
sheets as you did in 1972? 

Well, I believe when we first started with him, and as I 
say, we started back in 1957 when we owned a business, 
and then we would be called in and converse, but in recent 
years previous to '72, we did it the same way. I would 


just leave the worksheets. I don't recall the last time 
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that we did, you know, discussed it, but as I say, there 
were some times that he would in some previous years, but 
nothing at cll in ‘72 or ‘71. 
How about '71 or ‘70? 
Or '71 or ‘70, that I can recall. 
Mrs. Lamb, did you # wr husband receive any letters 
from Mr. Conlin dur. 4, easy, December of 1973 through 
January o. 1974? 
We received some. Now I'm not sure of the dates. 
Let me show you Covrrnme..tt's Exhibit 20 in evidence 
(indicating). Did you receive that letter from Mr. 
Conlin, a letter like that? 

(Letter handed to the « ‘tness.) 
I can't say for sure, because I will admit I received 
some letters, and I started off reading them, but I didn't 
continue, because I didn't feel they pertained. Many of 
them were on the flood, and SBA loans, and so forth, which 
we did not have, so to be truthful, I just disregarded 
the letters, because I didn't feel that they pertained. 
They were not made out to our name like it would be like 
thet, "Dear Client," and I felt it was nothing that con- 
ceined me, so I couldn‘t truthfully say whether I did or 


did not receive one like that. 
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Q Do you have any tax training? 
A No, I don't. 
9 And why do you go to Mr. Conlin to prepare your tax return? 
MR, LEVY: I object. 
Q. Why did you go? 
A Because Tf had no tax training. I wanted someone to do 
our taxes. 
Q And you depended on him, then? 
A Yes. 
MR. LEVY: I object to it as 
leading. 
THE COURT: I sustain the objec- 
tion. 
Q When you signed the 1972 tax return, did you read it over? 
A No, I did not. 
MR. HOULIHAN: Thank you. I 


he no further questions 


*es te e& *& * 
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1 ADRIAN VAN ALSTINE, 

called as a witness by the Government, being first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 

BY MR. HOULIHAN: 

Q Mr. Van Alecine, where do you live? 

AR, D. 2, Beaver Dam 

Q That is down in the Elnire-Corning area? 


A It is between Corning nd Watkins Glen. 


> 


> 
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And do you know the defendant, Walter Conlin? 
I do. 
And did he prepare income tax returns for you? 
Yes. 
And how many years did he prepare your {nc tax return? 
I can't be sure because there was a man the name of 
"Dobromil,” or something like that, in Corning, « Federal 
man, and from up until the time when Conlin started, he 
made out my tax. 

THE COURT: All we want to know 
is when Conlin made out your income tax 
returns. 

Do you remember about the year that he began making them 
out? 
It might be around '46, somewheres in there. 

THE COURT: What particular year 
are you interested in? 

MR. HOULIHAN: I wanted to work 
up to it, Your Honor. 

Did he prepare your income tax return for 1971? 
He did. 
And how much did he cherge you to prepare that income 


tax return? 


on >} 2 > 
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$137. 
That is '71 or ‘72? 
That is ‘72. 
How about the year before? How much did he charge you 
the year before? 
Well, I believe it was $39. I couldn't be sure. 
Did he prepare your returns in 1973? 
No. 
Now I'm referring specifically to your 1972 return. When 
you had that return prepared, did you go to Mr. Conlin's 
office? 
Yes. 
And do you remember about when that was? 
No, I don't. 
THE COURT: It had to be after 


1972, didn't it? | 


et) 


That's right. 
It was in the early part of 1973? 
Probably in February or March, somewhere around there. 
MR. HOULIHAN: Would you mark 
these for identification? 


(Government's Exhibits 27 and 


28 marked for identification.) 
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Mr. Van Alstine, I show you Government's Exhibit 27, which 


appears to be an income tax return in the name of Adrian 
and Edna Van Alstine. Is that your signature on there? 
te fe, 

And is this your tax return for 1972? 

Yes. 

MR. HOULTHAN: I offer G-27. 

MR. LEVY: Your Honor, I have 
no objection to the income tax return, 
but there is a whole group of other 
papers attached to this proposed Exhibit 
that have nothing to do with it. It has 
something te do with an income tax audit, 
which happened after the event, and it 
is my position it should be deleted. 

MR. HOULIHAN: Wait a minute. 
Don't rip it up until the Court rules. 

Your Honor, the return as it 
appears here is the way the returns are 
kept on file -- 

THE COURT: No, tt isn't either. 
A return is filed, and there can't be an 


audit until the return has been filed. 
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And the audit takes place sometime after 
the return is filed. 

MR. HOULIHAN: Yes, Your Honor. 
The only reason those papers were not 
ripped off is because that is the way 
the Service Center provides them. 

THE COURT: Whet? 

MR, HOULIHAN: That is the way 
the Service Center provides those returns, 
just like this (indicating). The Internal 
Revenue Service provides those returns 
for trial in this form, because this is 
the way -- 

THE COURT: I don't care whether 
they do or not. That doesn't make it ad- 
missible merely because the Internal 
Revenue shows that -- 

MR. HOULIHAN: I'm not arguing 
admis#ibility. 

THE COURT: You are offering it 
in evidence, and he is objecting to it 
upon the ground there is something in 


it besides the return. 


Q 
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MR. HOULIHAN: Your Honor, I'm 
not permitted to tear things off of 
things before they are presented. 

THE COURT: I am not permitted 
by law to receive anything except that 
which is pertinent to the case, either. 

MR. HOULIHAN: Ther ts fine. I 
have no objection to removing those, 
but I would Like to remove them in court 
rather than in my office. I don't want 


to be eccused of altering anything. 


THE COURT: I'm not asking you 


to remove them in your office. 
(Pause in the proceedings.) 
MR. LEVY: I have no objection, 
Your Honor. 
THE COURT: It is received. 
(Government's Fxhibit 27 marked 
in evidence.) 
Mr. Van Alstine, when you went to the office of Mr. Conlin, 
did you bring any papers with you at that time so that 
you would have information to allow him to make out your 


income tax returns? 
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Yes, we did, tax receipts and a form from where I worked, 


Corning Glass Works. 
THE COURT: That is a wage state- 

ment? 
Yes, sir, and bank statements, interest. 
And you had this information with you? 
Yes. 
How many times did you meet with Mr. Conlin before your 
income tax return was finally prepered? 
Just once for preparing, and then we were there to sign 
ft. 
At the time you met with Mr. Conlin, was there any con- 
versation as to how many miles you drove that year in 
1972? 
I can't recall whether there was or not. 
Did you tell Mr. Conlin how meny miles you did drive 
during 1972? 
I don't remember that, either. 
I call your attention to Page 5 of your Grand Jury 
minutes, and would you read that to yourself to see if 
that refreshes your recollection? 
(Witness complies.) 


Thet sounds about the right mileage. 
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Noes that refresh your recollection as to how many miles 
you told Mr. Conlin thet you drove during the year 1972? 
Yes. 
And how much did you tell him? 
IT would say it was probsbly between fifteen and twenty 
thousand. 

THE COURT: No, he didn't ask you 


to estimete. He asked you if you remem 


ber whet you told him about the mileage. 


It says twenty thovsend there, so -- 
Is that whet you told him? 
Probably. 
Did you tell him any more thar twenty thousand miles? 
(No response. ) 
you tell him that you drove fifty-one thousand miles? 
rezponse. ) 
. Van Alstine, did you teil Mr. Conlin about any intct- 
that you paic on installment purchases? 
I did not. 
Are you certain of thar? 
Yes, I am certain. I know at that time I did not have 
enything that I was peying time on. 


You didn't have any credit cards? 
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T have credit cards, but I very seldom use them. I don't 
believe in buying a lot of stuff thet I can't pay for. 
MP. LEVY: I object to what he 
believes. 
THE COURT: The objection is 
sustained, Strike it out. 
In any event, you did not have any interest on install- 
ment purchases? 
No, 
IT call your attention to the income tax return under 
"Interest expense," and under "Inetallment purchases,” 
$98.14, and did you tell Mr. Conlin that you paid that? 
No, I did not. 
Did you have a conversation with Mr. Conlin at the time 
he was preparing your income tax return concerning safety 
shoes that you bought? 
Not that I can recall, we didn't, no. 
I call your attention to your 1972 tax return, to the 
"Miscellaneous deductions --Safety shoes, two pair, $30.72" 
for a total of $61.44. 
Did you tell Mr. Conlin that you paid $61.44 for 
safety shoes? 


No, I did not. I never paid that much for e@ pair of shoes. 


125 
Adrian VanAlstine for Government, Direct 
by Mr. Houlihan. 


Q You never paid that much for a pair of shoes? 
A No, 
MP. LFVY: I object to what he 
never did. 
THF COURT: Y will sustain the 
objection. Strike it out. 
Did you tell Mr. Conlin that you paid anything for safety 
shoes at the time of that meeting? 
Not that I can recall. 
Now Mr. Van Alstine, at the time of your meeting with 


Mr. Conlin, in order to prepere this 197? tax return, 


was there a discussiun regarding casualty losses to your 


house, damage that you suffered to your house? 
Yes, there was. 
What, if anything, did he say? 
Well, he explained that we were entitled to it, and I 
objected very firmly about that, because I never had 
done anything that I didn't believe was right. 

MR. LEVY: I move to strike 

what he believes. . 

THR COURT: Strike it out. 

Are those the words that you used? 


Probably not. 
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Q Was there any amount suggested as to the amount of casualty 
loss? 
a MR. TFYY: I object unless we have 
who suggested -- 

THF COURT: Let's explore it from 
the beginning. Did you heve « casualty 
loss? 

A I had seepage in my basement from rhe creek above my house. 


THE COURT: There was water coming 


A Water coming in. 
THE COURT: And that was as a 
resut+ of the flood, was it? 
A Right. 
What kind of a celler do you have, Mr. Van Alstine? 
A It is a dirt cellar with a etone wall. 


Q Do you have water in there in the springtime? 


MR. LEVY: I object to that. 

THE COURT: I will sustain the 
cbjection. In the first place, the flood 
wasn't in the spring. 


MR. HOULTHAN: I would like to 


kno’ if there wes any difference between 
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the flood damage and the normal water 
see page. 
THE COURT: Why don't you esk him 


why he had the water in the cellar? 


Mr. Van Alstine, did your cellar suffer any damage as a 


result of the flood? 
Well, I would imagine some, yes. 
And did you tell Mr. Conlin how much damage you suffered? 
Mo, I didn't. 
Was there anything wentioned as to the amount of damage 
suffered? 
MR. LEVY: I object unless we have 
who mentioned it. 
Did Mr. Conlin suggest any figure to you? 
Yes. 
How much did he suggest? 
Three thousand. 
THE COURT: What? 
vhree thousand. 
And did your property suffer $3,000 worth of damage? 
MR. LEVY: I object. It is nox 
what he actually suffered. It is what he 


told Mr. Conlin. 


Ss 2? 2 ® @ 
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THF COURT: Objection {s overruled. 
Did your property suffer $3,900 worth of damege as « result 
of the flood? 
No. 
What, if anything, did you tell Mr. Conlin about chat 
$3,000 deduction that he suggested? 
I objected to it very firmly. 

THF COURT: ' at did you say? 
I said I didn't want no pert of it, end in fact, I wrote 
@ note. 
Did he encourage you to do it? 
No, I wouldn't say he encouraged me, no. 
Was there any conversation with Mr. Conlin regarding -het 
would happen if the Internal Revenue Service disallowed 
thet casualcy loss? 
I believe I was told thet there would be an audit, te 
that all {t would be that I wld have to pay the money 
back. 
That is whet M.. Cou.in told you? 
(Nodding head.) 


Answer in words so the Reporter can take it down. 


Yes. 


Did you leave the office after you finished your business 
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with Mr. Conlin? 
A Theat night when he filed them? 
Q Wo. This was when you were giving him the information to 


file the return. 


A Yes. 

Q Did there come a time when you wrote him # note’ 

A Yes. 

Q When was thet? 

4 I imagine it was less than « week after it was filed. 

QI show you Government's Exhibi. 28 marked for identifica- 
tion, which appears to be a note dated March 14, 1973. 
Ie that note in your handwriting? 

A Ie is. 

Q Is thet your signature? 

A That's right. 

Q Did you give that note to Mr. Conlin? 

A I put it in an avelope and left it in his office. 

Q And did Mr. Conlin get that note? 

A Yes, he got ic, 

Q Row do you know that? 

A Because he showed it to me. 

Q When did he show it to you? 

A (No response, ) 


rad 
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THE COURT: Was it when you signed 
the return? 
I don't remember whether it was when we signed the forms 
or -~ well, it couldn't have been. It must have been later. 
THE COURT: Later than what? 
After we signed the forms. 
THE COURT: When did you sign the 
forms? 
(No response. ) 
I show you Government's Exhibit 27, and on here, it says 
"March 21, 1973."" Is that when you signed the forms? 
Yes, right. 
Did there come a time after your {income tex return was 
filed that you received a letter from Mr. Conlin? 
Yes, I did. 
Did you go down and see Mr. Conlin in response to that 
letter? 
Yes, we did. 
What was the purpose of that meeting? 
I guess to inform us of the audit that was being taken. 
THF CC‘IRT: Now just a moment. 
MR. HOULTHAN: Your Honor, this 


is going to relate to the note. 
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THE COURT: [ know it is. Have 

you got the letter from Mr. Conlin? 
A I don't know. 

THE COURT: And the reason I 
asked you, because he asked you if you 
got a letter after, and he didn't ask you 
when you got the letter. He didn't ask 
you how long after. 

If there was an audit, presumably 
you had some notice from the Internal 
Revenue Service that there was going to 
be an audit. 

THE WITNESS: After the letter 
from Conlin, I believe. 

MR. HOULIHAN: No. Conlin doesn't 
initiate the audit. 

THE COURT: The Internal Revenue 
initiates the audit, if there was one. 

Q Mr. Van Alstine, did you receive the letter from Mr. Conlin 
before the audit? 

A Yes. 

Q_ And did it say anything with respect to an audit? 


A (No response.) 
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Q Do you have the letter there? 
A That is one of them. I don't think that is the one you 
are looking for. 

THE COURT: Perhaps all this is 
unnecessary. It came about because you 
said that you had written a note to Conlin, 
and that sometime after that, Conlin had 
the note and showed it to you. 

Now do you remember when thet was, 
was it before the audit? 

A It mst have been. It had to be. 

Q At the time that you met with Mr. Conlin, and this was 
before the audit but after your tax return had been filed, 
do you know about how many months after your tex return 


had been filed that you had the meeting with Mr. Conlin? 


THE COURT: He didn’t say he met 
with Conlin at all before the audit. 
Q Mr. Van Alstine, you received a letter frem -- 
THE COURT: Of course, he met 
with him before the return was filed, and 


when the return was filed. But he didn't 


fix the time of the next meeting. 
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MR. HOULIHAN: Right. That is 
what I'm trying to find out. 

After you signed the return and 
before the audit, did you meet with Mr. 
Conlin? 

A If it was an audit, yes. 

Q And what was said to you at that time? 

A He informed us that they were having an audit -- I don’t 
know. 

THE COUP™: If they were having 
an audit, you knew it because you were the 
one, and it was your return they were 
auditing? 

A I don't think we had a notice yer. 

i THE COURT: Then there wasn't 
any audit, and you didn't know anything 
about an audit if you hadn't @ notice 
of it, 

MR, HOULIHAN: Your Honor, he 
advised them that he was going to be 
audited. 

THE COURT: How would he know he 


was going to be sudited? When they send 


| 
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a@ notice of an audit, they send it to 
the taxpayer, don't they? 
MR. HOULIHAN: There was an in- 
vestigation going on at the time, Your 
Honor, of many people. 
Did Mr. Conlin tell you at the time of this meeting when 
he notified you that you would be audited, that there was 
an investigation going on? 
Yes, | 
And what, if anything, did he tell you about thet inve ~i-| 
getion? 
That we would no doubt be audited and that there should 
have been -- what dv I wait to say? It should heave been 
appraised before and after the flood, an eppraisal msde 
before and after the flood. | 
I call your attent‘'.: to Page 11 of your Grand Jury testi- 
mony, and would you read that portion right there (indi- 
cating)? 
THE COURT: Read it to yourself. 
MR, HOULTHAN: Read it to yourself 


to see if it refreshes your recollection. 


(\'Ltness complies.) 


Did Mr. Conlin tell you about an investigation in that 
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tee ting? 
Yes, he did. 
What did he tell you? 
Well, that we were going to be investigated. 
Did he tell you that you were going to be investigated? 
Well, it was pretty certain we were. 
Did he tell you that he was going to be investigated? 
Yes. 
And did he say anything to you about what you sh i say 
with regard to your tax return? 
Well, that we sheculd agree with what was on the form. 
And what did you tell him? 
Well, I'm going to tell you just what I seid in there, and 
I wasn't in very good humor that night. 

(Last answer read.) 


And what did you say then? 


I don't think I said much of anything, because I was 


speechless. 
Pardon me? 
I was rather speechless to think that we -- 
THE COURT: If you were speech- 
less, that means you didn't speak. 


was {t at that meeting, that ‘tr. Conlin gave you back the 
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note that appears on Fxtit'+ 7-28? 
MM’. LEVY: tT object, Your Honor. 
THE COURT: Objection ts overruled. 
A I would imagine, because that is the only time that I was 
in his office after we signed our forces. 
“T, HOULTHAN: I offer in evidence 
c-28, 
MR, LEVY: I have no objec ton. 
THE COURT: It is received 
(Government's Exhibit 28 marked 
in evidence.) 
MR. HOULTIHAN: It says, "Mr. 
Conlin: Please do not put in the $3,000 
flood-related property de- valuation. 
"Thank you -- Adrian Van Alstine." 
Q And that is the note you geve to him? 
A Ie is. 
Q You gave that to him before your return was signed, and 


this -as on the 14th, is that right? 


A (No response.) 
Q It was on the 14th of March? 


MP, LEVY: We didn’t give it -- 


he metled it. 
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luce WITNESS: No. 


went down to M. Loniia 
ncome tax return, did yo. read fhe 
i doubt if I did, 
hed. 


Did you talk with Mr. Conlin at that time? 


Uh, yes. We always visited. 
when you signed the return? 


we ever met we vi:ited. 


THE COURT: 


Did Mr. Conlin go over any of the items on the return 
would imagine so, Generally, we paid tithes to the 


chureh, and that has éiways beea on record, 


THE COUKT: You mean contribut fons? 


BEST COPY AVAILABLE 
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Yes. 
That means you pey a portion of your salary to the church? 
A tenth of your salary. 
THE COURT: You don't pay to the 
church any particular portion of your 
salary, do you? 


A tenth of what I take home, a tenth of my take-home pay, 


one-tenth. I have done that for veers. 


THE COURT: Did you tell him that? 
Oh, he knows it. 
THE COURT: I don't care what he 


knows. I want to know what you told him. 


THE COURT: I know what "tithe" 
means. I know that means one-tenth, but 
when you used the term "tithes," did it 
mean to you that one tenth of your take- 
home pay you contributed to the church? 

A Right, that's right. 

THE COURT: What was your tate- 

home pay, approximately, for 1972? 
A 1972? My gosh. 


MR, HOULIHAN: Your Honor, we are 


Q 
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not questioning the charttable deductions 
'4e return 

THF coIR?T: “hat? 

MR, HOUTTHAN* We are not auestion- 
tae charitable deduct‘ons on this return 
et all. That was iust a statement Mr. 
Jac Alstitne mentiore4 

THE COURT: All riche. 

At the time vou efened this return on Yarch 21st, 1973, 
vou say vou went down to Mr. Contin's office, and did he 
eo over each ‘tem on this return with you? 
No. 
Did he potnt out to vou at that time that you were taking 
a casualty loss itn the amourt of $3,°C0? 
Yes. 
At the time you signe’ the return? 
Yes, 
And did vou tell him vou didn't want to do ir? 
Yes. Ttold him ' didn't apree with that, because I knew 
I didn't have that much loss. 
*, 
What, if anything, did‘he say to you? 
Vell, there was something about thar ar that late date, 


he wasn't sure he covld get an extension to rewrite it up. 
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Was there ever an appraiser at your property? 

No, sir. If there was, we weren't home, 

Did you submit any claim to the Small Business Administra- 
tion by reason of any loss that you suffered as a result 
of the flood? 

No, I didn't. 

Now according to this return, there was a refund paid to 
you of $1,935.23. Did you receive that refund? 

Yes. 

And what did you do with it? 

I put fit in the bank. 

Why did you put it in the bank? 


Because IT knew if T didn't put it in the bank, I wouldn't 


have it to rive it back. 

Did there come a time that you were audited by the Internal 
Revenue Service? 

Yes, there was. 

Did you, in fact, have to pay back money to -- 


MR, LEVY: YT object to the re- 


sults of the audit, which is a civil 
metter. | 


THE COURT: TI sustain the objec- 


tion. 
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MR, HOULTHAN: I have no further 


cuesttions of this witness. 
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Rochester, New York 
Monday, March 29, 1976 


10:00 A.M, 


(Triel resumed, jury present.) 
THE COURT: No. 5 juror called in 
and said he has the flu. I will appoint 
Alternate Juror No. 1 in his place. You 
will take the place of Mo. 5. 
Mm. HOULIMAN: I will call Mr. 
Thomes Gill. 
THOMAS GILL, 
: called as e witness by the Government, being first duly sworn, 
testified as follows: 
DIRECT EXAMIMATION 
BY MR. BOULIHAR: 
Q Mr. Gill, where are you from? 
A Corning, New York. 
Q How long have you lived in Corning, New York? 
A All of wy life except for military service. 
And what kind of business are you in, in Corning? 


I aw a photographer and e merchant. 


Co > f2 


During the year 1972 wes your business damaged by the 
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floods that hit the Elmtra-Corning area’ 

Yes, it sure was, 

As # result of the damage that you sustained through the 

floods, did you apply for a Small Business Admintetration 

loan? 

Yes, I did. 

Who was your accountant in the years prior to the flood? 
.er Conlin and Howard Clark. 

Say in the three ~r rs prior to the flood, was Mr. Conlin 

your exclusive yuntant at that time? 

At least two years be «ze the flood, or three. I am not 

positive. 

And did he maintain your records there at iis office of 

past returns that he filed for you? 

This is my understarding. 

Following the flood, did you have any of your books and 

records available to you? 

My tax ledger, all my office was in the basement, and I 

had about three feet of water on the first floor. So by 

coincidence, or just luck, my cash ledger was on the 

first floor. 

And your cash ledger was the ledger that you meintained, 


showing your gross sales, is that right? 


> © FP A P 
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That's corzect, 
Would it also show cx nces? 
No. 
Just sales? 
Sales. 
How about purchases? Any purchases? 
No. All this would show would be my cash receipts. 
When did you actually apply for the Small Business Admin- 
istration loan? When did you get your application? | 
I got the application blank from the SBA office, which | 
was temporarily in Corning, immediately following the 
flood, and the exact date I don't remember. 
Within a month of the flood? 
Yes. I would say within e month. 


What did you do with the application? | 


I took it to Mr. Conlin, to his office. He waen't there, | 
so I looked up his eddress in the phone directory and went 
to his home, which was also in the flooded area on the | 
serth side of town, and I took the application blank to 
him so that he would have it to work with. 

Did he agree to fill out the application for you? 


Yes. 


You say you went to Mr. Conlin's office. Was Mr. Conlin's 
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office damaged by the flood? 
ais office, no. This was on a second story. 
Do you recall when your application was submitted to the 
Small Business Administration for the loan? 
No. 
I show you Government's Exhibit 1 marked in evidence, which 
is the Small Business Administration loan file in the name 
of Thomas J. Gill, doing business as Gill's Photo Studio. 
And one of the first documents a, pears to be Application 
for Disaster Loan -- Business, and it has what seems to | 
be your signature and the date of October 6, 1972. 

MR. LEVY: I object to a copy of 

his signature. 

THE COURT: Objection is overruled. 
Is that the copy of your signature? 
Yes, it is. 
And this whole application is a copy -- it is not an 
original here, is it? 
No, sir. 
There is some other writing on this application. Is that 
your writing? 
No. That's not my writing. 


And these figures here, is that in your writing? 
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A No, sir. 
Q Do you know whose writing it is? 
MR, LEVY: I object. That isn't 
correct. I think the proper question, 
"Is that a copy of his writing?" 
THE COURT: Objection is overruled. 
MR. HOULTHAN: We have already 
established it is a copy. 


THE COURT: Objection is overruled. 


Q Do you know whose writing that is? 
A Wo, I'm not sure whose writing it is. 
Q You ere not sure? 
A No. 
Q Did you write it? 
l & No, I did not write it. 
Q And who did you give the application to, to fill out to 


apply for the loan? 
THE COURT: He has already testi- 
fied to that. 
Q Now subsequent to the time you submitted this application 
to the Small Business Administration, did you, in fact, 
bring that over yourself, the application or the copy of 


the application? 
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(No response.) 

Did you bring it to the Small Business Administration 
your self? 

No. 

Do you know who did? 

I assume Mr. Conlin did. 

But you never brought it yourself? 

No. 

Did you receive letters subsequent to the time that this 
application was submitted from the Smali Business Adminis- 
tration? 

Yes. 

And did they request certain information? 

Yes, they did. 

And what did you do with those letters? 

I took the» to Mr. Conlin's office. 

Did there come a time that you received a letter saying 
that your application was withdrawn because they needed 
additional information from vou? Do you remember that? 
Yes. 

What did you do about that? 

I took that over to Mr. Conlin, or called him on the phone 


and notified him of it, and then took it over to his. 
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And did you ever get the information in? 
It took some time I understand that was the information 
eventually that was given to them. 
I call your attention to the date of January 18. 1974, and 
this was at the time of a meeting that you had with Mr. 
Cristofaro at the Small Business Administration office. 
Do you recall that meeting? 
I certainly do. 
Did you make the appointment for the meeting, or did some- 
one else make the appointment? 
The appointment was made by Mr. Conlin. 
Do you recall about what time you got to the office? 
Not exactly. I know that I had to take some pictures 
early -- I have a notation on my appointment book for that 
date. I have "10:00" circled, but it is a general thing. 
That says, "Walter Conlin -- SBA -- Mr. Cristofaro." 
So {it could have been any time from ten o'clock to later 
than that? 
That's correct. 

MR. LEVY: I object to it as lead- 

ing. 
THE COURT: I sustain the objec- 


tion. 
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as it befcre ten o'clock, Mr. Gill? 


low prior to the time that you went fo the Small Business 
Administration office, did you have a conversation with 
Mr. Conlin? 

nd was that about your application? 

No. It was for two reasons; one was to specifically find 
out what time the appointment was for and to find out 
whether I had enough time to take a picture of that build- 
ing I had been contracted to photograph in Painted Post 
before leaving for the SBA office. 

You didn't talk about the application, then, at that time 
when you met with Mr. Conlin? 

No. 

Did there come a time that you went down to the Small 
Business Administration with Mr. Conlin, or did you go 
there by yourself? 

No. I went with Mr. Conlin. 

During thie time did Mr. Conlin show you any documents 

or papers? 

No. 


vad di? yeu have any conversations about the loan applica- 
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tion at that time? 
No. As far as I was concerned, the appointment had been 
made with Mr. fristofaro -- 

THE COURT: Was there any con- 

versation? That is what he is asking. 

Wes there any conversation about -- 
Of that conversation? 
At the time that you went into the meeting with Mr. 
Cristofaro, there was some conversation about some tax 
returns, I assume, is that correct? 

MR. LEVY: [ object to it as 

leading. 

THE COURT: Objection is overruled. 
Would you repeat that, please? 
After you got into Mr. Cristofaro's office, there was some 
conversation about some tax returns, is that correct? 
Yes. Ultimately, there was some conversation about tax 
returns. 
You had some other discussions before that, is that right? 
Yes. 
Now the first time that you saw those tax returns, who 
had them? 


Mr. Cristofaro. I had a box of records with me, all my 
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flood-related records. In fact, all of my records from 
the flood period on,and I put this box on a chair along 
with my coat. I don't recall exactly what I was doing, but 
when I first saw the pepers, Mr. Cristofaro had them in 
his hand. 
Then did he hand them to you and to Mr. Conlin to be signed? 
That's correct. 

THE COURT: You are talking abc 

tax returns? 

There was just a pile of papers, Your Honor, which included 
the tax returns. 
And did you sign them first? 
Yes. 
And Mr. Conlin signed them? 
That's correct. 

THE COURT: That day? 
Yes. 
Then they were given back to Mr. Cristofaro, is that right? 
This I don't recall. Some place in there I was givens 
letter, either by Mr. Cristofaro or Mr. Conlin. I'm not 
sure which one, which was explaining why they were not 
accepting my application, and as I was looking this over, 


and it was some place in through here, which is when Mr. 
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Conlin was signing the papers, as I remember. 
So you were reading something while Mr. Conlin was signing 
the papers? 

THE COURT: What papers? He had 

a box of papers. 

Was this anything from the box of papers that you had? 
Oh, no, 
These were the tax returns that Mr. Cristofaro handed you? 
Yes. 
I show you Defendant's Exhibit 2 in evidence. Is this 
the letter you were reading after you signed the tax return? 
It appears to be. 
Did you see where that letter came from before you got it? 
No. 
But it was in typed form like that when you got it, is 
that right? 
Yes. 
About how long into your meeting did you get that letter, 
do you recall? 
Well, it was a very short time after we had been in. It 
wae some time after I had signed the tax forms. 


Did you see Mr. Conlin give those tax forms back to Mr. 


Cristofaro efter he had signed then? 
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No, I didn't. 
Do you know whether he did or not? 
No, I don't. 
MR, LEVY: I object. 
Would you tell the members of the jury what happened net? 
THE COURT: What do you have in 
mind? 
Did chere come a time that there was some talk about those 
tax returns? 
Yes. 
What was thar. 
Not specifically about the returns, but in connection with 
this letter that was being read, it was obvious that they 
were not considering the loan. 
You say “with this letter they were not considering the 
loan."’ You are talking about Defendant's Exhibit 2 (indi- 
cat ing)? 
(Defendant's Exhibit 2 handed to 
the witness.) 
That is true. They weren't considering accepting the 
application at this time. At least this was my under stand- 
ing. 


They asked you for new information, is that correct? 
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That's correct. 
Was there some conversation at that point between Mr. 
Cristofaro and Mr. Conlin concerning the tax returns thet 
you had just signed? 
The first thing I knew that there was a disagreement of 
any kind, Mr. Cristofaro wes asking for these forms back, 
and Mr. Conlin referred to the letter and said, “This is 
not the informetion you want. I will get the information 
you went and then return thes to you." And at that point 
Mr. Cristofaro said, "We can't take those. You have to 
leave those here." 
How this may not be the exact words, but it was ob- 
vious that he didn't went Mr. Conlin to take them, and 
Mr. Conlin said, "I brought them with me. I can take them 
beck.” | 
Mow some place during the course of events, Mr. Conlin 
put the pepers in his briefcase, and Mr. Cristofaro told 
him that the only way he could take those papers out was 
if I withdraw my application, and the exact details at 
this point I am not sure of, but Mr. Cristofaro called 
some of the other SBA pe ple around there, and some place 


aloug the line, and I don't know who said what, but the 


FBI was called on the phone. 


— 449 


Testimony of Thomas Gill. 


What were you doing during this period of time? 
I was trying to figure what wes going on. I didn't under- 
stand the reason for what was happening. I didn't under- 
stand anything. 

THE COURT: What were doing? 
i was doing nothing at this point. This was -- 

THE COURT: That is the enswer -- 

he was doing nothing. 

And you say that Mr. Conlin said that he had come with 
those returns, Now the first time you saw them was when 
Mr. Cristofaro had them in his ‘and, is that right? 
Yea, that's correct. 
And Mr. Conlin didn't show them to you prior to that time, 
exter to your meeting down there? 


MR. LEVY: I object to it 4s 


leading. 


THE COURT: Objection is overruled. 


No, 


Sometime during the course of that conversation, you were 
given a note that is represented by Government's Exhibit 
3-A in evidence, is that right? 


That's right. 


It says, "I hereby withdraw my application.” Who wrote thet? 
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Mr. Conlin wrote it. 
And you signed it? 
And I signed it. 
Why did you sign irc? 
Well, if you were in my place and someone is cal’ing the 
FBI -- 

MR. LEVY: I object. 

THE COURT: I will sustain the 

objection. 

At the time of this meeting in January of 1974 had you 
filed your 1970 tex return’ 
Yes. 
Had you filed your 1972 tax return? 
Bo. 


Who had the responsibilities to file that return other 


then yourself? 


MR, LEVY: I object. 
THE COURT: I will sustain the 
objection. 
Who was filling out your 1972 tax return? 
Mr. Conlin. 
And it hadn'c been filed at that point, and this was in 


‘74, is thet right? 
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That's correct. 


Did there come a time thet you ultimately did file you 


‘71 tax return? 

Yes. 

And when was that filed? 

It wae sometime in 1974. The date I don't recall. It 
was eas soon as I could get it filed. 

I show you Government's Exhibit 35 marked for ident ifica- 
tion, which appears to be # 1970 tax return for Thoms J. 
and Helen Gill. Is that your signature and the signature 
of your wife that appears on the bot tom? 

Yes. 

And that is your 1970 tax return, is that right? 

Yes. 

I show you Government's Exhibit 36 marked for identifica- 
tion, which appears to be 4 1971 tax return in the neme 
of Thomas J. and Helen P. Gill. Is thet your signature 
and the signature of your wife thet appears on the bottom 
there (indicat ing)? 

Yes. 

And this was not prepared by Mr. Conlin, is thet right? 
No. 


And you were assisted by # new tax preparer at thet time, 
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is that correct? 
A That's correct. 
MR. ROULIHAN: I offer G-35 and 
G-36, the '70 and ‘71 income tax returns 
of Mr. Gill. 
MR. LEVY: I have no objection. 
(Government's Exhibits 35 and 36 
warked in evidence.) 
Mr. Gill, the ‘71 return hes e date on this of June 12th, 


1974, chet was received by the Internal Revenue Service 


and the date of the preparation appears to be Jum 6, 1974. 


Is that about the time that you prepared thet? 

That's correct. 

I show you your 1970 tax return, and under the list of 
Depreciation, Page 2, it shows "Equipment," and the date | 
purchased and the cost. It shows a figure of $6,736. Is 
that the equipment that you held in 1970 according to your 
tax return? 

Yes. That is what it shows. 

And Schedule C of your 1976 tex return shows gross sales 
of how much money? 

$81,294.22. 

$81,294.22? 


159 


Testimony of Thomas Gill. 


Yes. 

Is that in your handwriting, the figures that appear on 
Schedule C of Government's Exhibit 35? 

No. 

Do you know whose handwriting that is? 

Mr. Conlin wes preparing my return, and whether it is his 
handwriting or not, I don't know. 

I call your attention to your loan application, a copy of 
the loan application contained in Government's Exhibit 1 


in evidence, and what ere the figures that show the gross | 
sales for the year 1970 as appears on thet? Is that | 
$181,294.22? 

That ia whet it says. 

Thet is the difference of a hundred thousand dollars, is 
that right? 

That's correct. 

And under "Machinery end equipment," it has a figure on 
the loan application of $60,341, is that right? 

That is what it says. 

I call your attention to your 1971 return, Schedule C, 
your gross sales, gross receipts, $66,542, is that right? 
That's right. 


And this shows a list of equipment on the Depreciation 
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Schedule that is identical to the Depreciation Schedule 
that appears on your 1970 tax return, {s that right? 
That's right. 

It is 4,000, 457, 221, 1,668 and 3907 

Yes. 

Thee totels $6,736 as the cost of equipment used in your 
business? 

That's correct. 

I call your attention to the loan application for the year 
1971, and this shows gross sales of $184,419.18, is thet | 
right? 

That is what it says. 

And thet is some $120,000 more than what your actual sales 
were? 

MR. LEVY: I object to whet the 
actual sales were. Thet is different 
than what the return says. 

THE CJURT: Objection is overruled. 

I show you Government's Exhibit 6 in evidence, which is a 
portion of a Profit (or Loss) From Business or Profession, 
Schedule C, purportedly from a 1970 tax return. And 
Government's Exhibit 6 shows the gross receipts is not 


there, because that piece is missing, but it shows "Mer- 
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chandise purchased $119,718.37," but your return for 1970 
that was filed with the Internal Revenue Service and pre- 
pared by Mr. Conli. shows "Merchandise purchased" of only 
$59,718.37, is that correct? 

That's correct. 

I refer you to the back page of G-6, which appears to be 
a Deprectate Schedule, and this is similar to the Depre- 
ciation Schedule that appears on your filed 1970 tax re- 
turn as prepared by Mr. Conlin. It shows that you had | 
equipment, according to the tax return, purchased in ‘61, | 
$4,000, and that corresponds with the equipment that was 
with the $4,000 purchase in '61, according to Government's 
Exhibie 6, is that right? 

That's correct. 

Then on January 11, 1962, the purchase of some equipment | 
for $4577 | 
Yes. 

And in 1963 a purchase for $221? 

Yes. 

And 1964 was $1,668, and these are corresponding, aren't 
they, each of thece? 

Yes. 


And 1967, you had $3907 
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A Right. 

Q Now your filed tax return doesn't show any additional 
figures, but Government's Exhibit 6 shows that in 1967 
you purchased equipment for $17,419. And then in 1968 
you purchased some more equipment for $18,297. And then 
in 1968 some more equipment for $6,714. And in 1969 for 
$6,200. And in December of '69 for $4,975. 


Those last five items appear on your 1970 return, do 


|, they? 
' A No, they don't. 
Q Wow the total amount of equipment shown on Government's 
Exhibit 6 is $60,341, is it not? 
A That is what it says. 


Q And this corresponds with the figure that appears on your 
| loan application, machinery and ecwipment, $60,341, does | 
it not? | 
A Yes. 

Q Did you tell Mr. Conlin that you purchased equipment in 
1967 at a cost of $17,419? 

A Wo. 

Q Did you tell Mr. Conlin that you purchased equipment in 


July of 1968 at a cost of $18,297? 


A Wo. 
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Did you tell Mr. Conlin that you purchased equipment in 
December of 1968 at a cost of $6,714? 

No, 

Did you tell Mr. Conlin that in September of 1969 you 
purchased equipment costing $6,200? 

No. 

Did you tell Mr. Conlin that in December of 1969 you pur- 
chased equipment costing $4,975? 

No. 

Do you know where those figures came from? 


No. 


Referring now to your loan application, did you tell Mr. 


Conlin that you had gross sales in 1970 of $181,294.22? 

No. 

Did you tell him that you had gross ssles in 1971 of 

$184 419.187 

No. 

Mr. Conlin was your tax preperer during the years 1970 and 
1971, was he not? 

Yes, 

And he had your records during that period of time? 

I was under the impression that he had copies of my records. 


MR. HOULIHAN: That is all the 
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questions I have. 

CROSS EXAMLNATION 

BY MR. LEVY: 

Q You told us on direct examination thet Mr. Conlin told Mr. 
Cristofaro, "I brought these in with me, and T cen take 
them out"? He made that statement, did we not? 

This is what I remember, or words to that effect. 

And he was referring to the tax returns, was he not? 

Well, whatever he had put into his briefcase. 

And Mr. Cristofaro said to him at one point, "The only 
way you could take those papers out is if you withdraw 
your application"? He made that statement, is thet correct? 
Yes, that's correct. 

Then after that statement was made, Mr. Conlin prepared 

@ yellow peper saying, "I withdraw may applicetion," and he 
gave it to you and you signed it, is that correct? 

Yes. 


When you were signing this, did Mr. Cristofaro talk to 


you and tell you not to sign it? 


There was different conversations. By this time there 
were a oumber of Small Business Administration people in 
the office. 


But did they tell you not to sign it? 
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t was urged not to sign it by someone there, and who, I 
don't know. 

But you did sign it? 

I did sign it. 

And it was given to the officers there, is that correct? 
Yes. 

Whoever was there? 

I signed it on the desk. It was on the desk when I signed 
se. 

Now that morning of January 18, 1974, did you go to Mr. 
Conlin's office before you went to Elmira? 

Yes. 

And about what time did you get to his office? 

It was sometime between nine and ten. 

And who was at Mr. Conlin's office at that time? 

His secretary. 

Do you recollect his secretary's name as Evelyn Beach? 
Evelyn Beach was the name. 

Was there a Ketherine Peterson there also? 

Katherine Peterson worked for Mr. Conlin, and whether or 
not she was there, I am not sure. She was usually there 
whenever I had been in Mr. Conlin's office, but whether 


she was there that morning or not, I don't specifically 
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remember . 


Was there some conversation that Mr. Conlin would do sone 
things and then meet you? 

Yee. 

Was it mentioned thet -- 

He had something to do and I had something to do, and he 
would pick me up in front of my studio. 

Was there any conversation about the fact he was going to 
copy some pepers? 

I don't recall this specifically. He could have. I don't 
remember specifically. 

Do you recollect whether you were quite impatient that 
morning waiting there? 


I certainly wes. 


Then there came a time thet Mr. Conlin picked you up at 


your place of business? 

Yes. 

Then you drove to Elmira together? 

That's correct. 

Then you went into the Small Business office at Elmira, 
do you remember that? 


Yes. 


Did you have « box with you at the time? 
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*“** * * * 


RICHARD VW. RUD Y, 
called as a witness by the Government. being first duly 


sworn, testified as follows: 


DIRECT EXAMINATION 


BY MR. HOULTHAN: 


Q 


A 


Mr. Rudy, by whom are you employed? 
The Federal Bureau of Investigation. 
How long have you worked for the FBI? 
Almost twenty-three years. 
MR. LFVY: As I understand it, 
this pentleman has been sitting in the 
courtroom for some rime, 


Heve you been seated in the courtroom? 
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MR. LEVY: All right, my mistake. 
How long have you worked for the FBI? 
Almost twenty-three years. 
Where is your duty station? 
Elmira, New York. 
I call your attention to the date of January 18, 1974. 
Were you in Elmira on that date? 
Yes, sir. 
And did there come a time on that date that you received 
a call fron meone at the Smell Business Administration 


office? 


Would you please tell the ladies and gentlemen of the 
jury what transpired in that telephone conversation? 
It was epproximately noontime on that date, and I was 
seated at my desk. I received a phone call from James 
Cristofaro, a Loan Officer at the Small Business Adminis- 
tration in Flaira, New York, and he informed me that he 
had one Walter Conlin in his office at that time. 

MR. LEVY: Wait a minute. I ob- 

fect to what he informed him. 


THE COURT: I sustain the objec- 


tion. It is sufficient that he got the 
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call. 
chat, if anything, did you 4o tn response to that telephone 
I went to the Small Business Adrinistrstion office. 
Vere you alone at the time?” 
tio. My partner went vith me. 
who was your partner” 
My pertner is Robert Bucher . 
And whet, if anything, did you do when you arrived at the 
Small Business Administration office? 
After a discussion with Mr. Cristofaro, who explained the 
circumstances of what was going on at the time, I went 
and spoke with Mr. Conlin. 
About how long a period of time passed betveen the time 
you received the telephone call and the time you arrived 
at the office’ 
Approximately ten to fifteen minutes, 
Did you then speak with Mr. Conlin? 
Yes, I did, sir. 
What did you tell him at that time: 
I told Mr. Conlin that T had been called to the SBA be- 


cause there had been an allegation made thet he had taken 


government papers, or property, and that he was destroying 


BEST COPY AVAILABLE 


170 


Testimony of Richard W. Rudy. 


this property, and I wished to discuss this matter with 
him, 
And what was Mr. Conlin doing at this time? 
When 1 got to the SBA office, he was ‘ust kind of roaming 
around the room. 
And did he have anything in his hands? 
Not thit I recall at the tfme, sir. 
And at the time that you spoke with him, was he standing 
there, or was he seated? 
No. We were both standing, and I said, as I explained 
my reason for being there, I swid that prior to talking 
to him, I would like him to read a statement of his rights. 
I produced this statement, and he read the same. 

MR, HOULTHAN: Would you mark 

these for identification? 
(Government's Exhibits 47, 48, 


49 and 50 marked for identification.) 


I show you Government's Exhibit 47 marked for identifica- 


tion, and can you tell me what thet is? 

Yes. This is the statement of rights that I showed to 
Mr. Conlin, which he read. 

And did he sign that? 

No, he did not, sir. 


Did you ask Mr. Conlin to sign that? 
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A Yes, I did, sir. 
Q What, if anything, did you say? 
MR. LEVY: I object. 
THE COURT: Objection is overruled. 
A He declined and said he wanted to talk to his lawyer. 
Q Was he allowed to cali his lawyer? 
A Yes, he was. 
Q Did you read what purports to be « statement of his Con- 
etitutional rights? 
A No, I did not read it to him, no, sir. He read it himee Lf. 
THE COURT: le did reed it? 
A Yes, sir. 
THE COURT: You saw him read it? 
A Yes, sir. 
Q I show you Government's Exhibit 49 marked for identifica- 
tion, Can you tell me what thet is? 
A Yes. This is a log showing the attempted interview with 
Mr. Conlin hy myself. 
Q And did you interview Mr. Conlin? 
A I made an attempt to. I did not because he would not 
respond to my questions. 
Q And what wes the tine of the interview, the time that the 


interview began and the time that it tere = ced? 
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The interview began at 12:14 P.M., at which time I gave 
him the statement of his rights. He returned this state- 
ment to meat 12:16, at which tim «. said that he refused 
te sign it. 
Subsequent to the time that Mr. Conlin declined to sign 
the statement and refused an interview with you, what 
transpired? 
Well, I made an effort to contact the then Assistant 
United States Attorney, David Larimer, for an opinior 
on this matter as to what we should do -- 

THE COURT: He was in Rochester, 

and you telephoned him? 

Yes, sir, I telephoned him, sir. 
And what was Mr. Conlin doing during this period of time? 
At this time he wes just walking sround the room with | 
these other SBA employees and my purtner, talking to him, | 
willing around the office. 
Wes Mr. Conlin talking with you within hear ing distance? 
No, sir, I was not within hearing distance of Mr. Conlin. 
Cid there come a time that Mr. Corlin was placed under 
arrest? 


Yes, 


I show you Government's Exhibit 48 marked for ident ‘ fica- 
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tion. Can you tell me what thet is? 
A Yes. This is what we referred to ae an Arrest Log, and 
~ te" shows the occurrences that took place from the time 
we arrested him until, in this case, he was released by 


the U. S. Magistrate. 


Q What time was Mr. Conlin placed under arrest? 


A 12:49 P.M. 

Q And what, if anything, did you say to him at that time? 

A I just told him that he was arrested for theft of govern- 
ment property. 

Q Did there come a time that Mr. Conlin was searched? 

A Yes, sir. 

Q And wien was thet? 

A Just within ainutes after the arrest, my partner and I 


took him to a private room in ;:xother part of the build- 
ing. 

Q And what, if anything, did you do when you got to the 
private room? 

A We asked him to remove his clothing, which he did, and we 
searched his clothing, and we found sepers in various 
parts of his clothing and body. 

Q Were the papers in his pockets? 


Yes, siz. These papers, which were all torn up, or at 
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least appeared to be torn, were in his trouser pockets, 
in his suit coat pockets, his overcoat pockets and secreted 
beneath his shirt and undershirt, and he also had some in 
his hand. 
Did you collect these papers? 
Tae ones we found on him at that time, yes, we collected 
those, and I became custodian of those papers, ard then 
I subsequently got another pile of papers from Mr. Garrity 
of the SBA. 
Do you know where Mr. Garrity got those papers? 
He said he had picked these up -- 
MR. LEVY: I object to what he 
said. 
THE COURT: Objection is overruled. 
THE WITNESS: He said he picked 
these up from the floor where Mr. Conlin | 
had dropped then. 
Did you take « picture of those papers? 
Yes. Subsequently, I took all of these papers, and I 
made four separate piles, and I identified each pile 
as to where these particular papers came from, and then 
I took two Polaroid photographs of those four piles. 


I show you Government's Exhibit 50, which consist of 
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two photographs, and they appear to be identical, are they? 
These are two separate Polaroid photos of the same stacks 
of paper, right. 
And these were taken by you? 
By myself. 
Do these reasonably show the papers as they existed at the 
time? 
Yes. 
MR. HOULIHAN: I offer G-50. 
MR. LEVY: No objection. 
THE COURT: Received. 
(Government's Exhibit 59 marked 
in evidence.) 
Calling your attention to Government's Exhibit 50 marked 
in evidence, there appears to be four different piles of 
peper here. And Pile No. 1, can you tell me why that is 
identified as "Pile No. 1"? 
I don't recall which pile is which, but I identified each 
pile as the location from which it came from. One pile 
came from his hand; one pile came from Mr. Garrity, that 
he had collected, and one pile were the papers taken from 
beneath his dress shirt and his unde ‘irt, and the other 


pile were the papers that had been taken from all of the 
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pockets of his clothing. 

What, if anything, did you do with those papers when you 
finished collecting them and photographing them? 

I packaged those papers up, and I shipped them to our 
Laboratory and asked them to try to reconstruct just what 
these papers were. 

And these were papers that were subsequently reconstructed 
by the FBI Laboratory, and they represent Government's 
Exhibit 10, 7, 8, 12, 13, 9, 6, 11 and 5, is that correct? 
Yes, sir. 

Now subsequent to the time that you arrived at the Small 
Business Administration and you ultimately searched Mr. 
Conlin, at any time did he make any statements to you? 

Mo, not to me, sir. 

And did he at any time request that he talk to his lawyer, 
that he be able to call his lawyer? 

Yes, sir, and :e made several attempts to contact his 
lawyer -- by phone, that is. 

And at any time did Mr. Conlin speak to Mr. Larimer, the 
Assistant U. S. Attorney, that you called? 


Not that I recall. 


And who was present during the search? 


Just myself and my partner and Mr. Conlin. 


177 


Testimony of Richard W. Rudy. 


And subsequent to that search, did you take Mr. Conlin 
over to your office in Elmira? 
Yes, we did, sir. 
And according to Government's Exhibit 48, thi« «as at 
1:08? 
Yes, at 1:08, we transported Mr. Conlin to our office in 
Elmira, 
And did you give him lunch at that time? 
He was offered lunch, but he declined. 
And that is noted on your log, is that correct? 
Yes, sir. This was somewhat later in the day that he was 
offered lunch at 1:40 !.M. 
Mr. Rudy, during the period of time that you were at the 
Small Business Administration office, did you see Mr. Conlin 
ripping anything? 
I saw his fingers moving, and then I saw smell bits of seeee 
falling to the floor. 
MR. HOULIHAN: That is all the 
questions that I have. 
CROSS EXAMINATION 
BY MR, LEVY: 


Q When you searched Mr. Conlin, did you search his br fefcese? 


A We looked into his briefcase. 


j 
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And did you find any ripped-up papers there? 

I don't recall that we did. 

Did some of the papers in your picture, Exhibit P-50, come 
from that briefcase? 

Not that I recall. I describe where they came from. 

And you are certain that none came from there? 

None that I had that day, no, sir. 

In searching the briefcase, did you make an inventory of 
its contents? 

I don't recall searching the briefcase, per se. I looked 
into it, and that {s about as far as we went. 

In looking at it, did you see whether or not there were any 
1040 tax forms in the briefcase? 

I don't recall seeing anything. 

Were there any papers at all in the briefcase? 

There may have been. I don't recall. 
Did Mr. Conlin talk to M. Welch, an attorney, over the 
phone? 

Mr. Conlin talked to somebody, as I understand it. I did 
not hear who he spoke to. 

Now during the time that you were interviewing mr. Conlin, 
was your partner with you, Mr. Bucher? 


I only made one attempt to interview him, and then I left 
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him, and then ay partner stood with him, and I don't know 
what transpired between them. 
In making your reports, did wyou talk to your partner as 
to what Mr. Conlin had stated to him? 
No. My partner made his own report of what Mr. Conlin 
stated to hia. 
Did Mr. Conlin ever state to you that he brought those 
1040 returns that day to the SBA office at Elmira, and he 
felt he hac a right to take them back with him? 
No. Mr. Conlin refused to talk to me et all. 
And you don't know if he talked to your partner at all? 
My understanding is that he did speak to him after I had 
left them in my office in Elmira when I went to the U. S. 
Magistrate's office. 
And your understanding is Mr. Conlin did tell him why he 
felt he had a right -- 

THE COURT: He didn't say that. 

He said he understood he talked with his. 

MR. LEVY: All right, Your Honor. 
And you never read your partner's reports? 
I would have at the time I compiled the report, wo ich 
would have been some two years ago, so I don't recall 


what was in it. 
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Q Mr. Conlin was within his rights not to talk to you about 
this, is that correct? 
That's right, sir. 
And you told him that he was within his rights not to talk 
to you? 
Yes. He was aware of that. He read the statement, and 
then he said he refused to comment. 
MR, LEVY: I have no further 
questions, 
MR. HOULIHAN: I have no f trther 
questions. 
(Witness excused.) 
GARY lL, WARNER, 


called as a witness by the Government, being first duly sworn, 


\ testified as follows: 


| DIRECT EXAMINATION 


BY MR. HOULIHAN: 
Mr. Warner, where do you live? 
Corning, Hew York. 
And how long have you lived in Cccring, New York? 
About all my life. 
Are you familiar with the defendant, Walter Conlin? 


Yes. 


> 
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And did he prepare your income tax returns? 

Yes. 

And how many years did he prepare your income tax returns? 
Once. 

And what year was that? 

"eae 

Do you recall how much he charged you to prepare your 1972 
tax return? 

7 believe it wes $113. 

Now at the time Mr. Conlin prepared your 1972 tax return, 
did you make an appointment with him to go down and see him? 
Yes. 

Do vou rewember when that was? 

It must have been late Februsry. 

And did you sign the return aft that time or sometime after 
that? 

Later. 

At the time that you went down to see Mr. Conlin, did you 
bring your books and records with you? 

Yes. 

And did you have a conversation with Mr. Conlin ac that 
time? 


Yes. 
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Did you have a conversation at that time concerning med!- 
cal payments that you made for health insurance? 
Yes. 
And how much did you tell Mr. Conlin that you paid on 
medical insurance? 
I gave him all my "Life and Health" and everything. I 
didn't know for sure what you couvid claim. 
Did you explain to him what those things were? 
Yes. 
The life insurance and the health insurance? 
Yes. 
How much did you tell him for your health insurance? 
I believe $6.50. 
MR. LEVY: I couldn't hear thet. 
THE WITNESS: $6.50. 
$6.50 a month, is that right? 
Yes. 
Thee was taken out of your psy? 
Yes. 
Did you have any pay stubs there with you et the time of 
your conversation with Mr. Conlin? 
I don’t remeuber . 


THE COURT: You wouldn't have the 


A 
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paychecks, would you? 
I normally don't have the stub with me, nr 
THE COURT: He didn't ask you if 
you had the stub. He said, "Did you have 


the peycheck?" 


No, I didn't. 
MR. HOULIHAN: I meant the stubs. 
I'm sorry. I misipoke, Your Honor. 
THE COURT: Wheat stubs? 
MR. HOULIHAN: Paycheck stubs 
showing how much -- 
THE COURT: You get paid by your 
employer, do you not? 
Yes. 


THE COURT: He has got the stubs. 

No. I have a copy cf the stub, too. | 
THE COURT: He gives you @ copy 
of the stubs? 

Yes. 
I call your attention to Government's Exhibit 32 marked 
for identification, which appeers to be e 1972 tex return 
in the neme of Gary end Carol Warner, and it appears to 


have your signeture down at the bottom. Te that your 
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signature? 
Yes. 
And the signature of your wife? | 
Yes. 
MR. HOULIHAN: I offer G-32. 
MR. LEVY: May I see the back 
of it? 
(Government's Exhibit 32 handed 
to Mr. Levy.) 
MR. LEVY: I have no objection. 
THE COURT: It is .eceived. 
(Government's Exhibit 32 marked 
in evidence.) 
How they deducted, you say, $6.50, and is thet per month? 
Yes. 
That would total some $73 for the year, is that correct? | 
Right. 
I call your attention to Schedules A & B Itemized Deductions 
on your 1972 tax return, and it shows here one-half of 
insurence premiums for medical care is $150. Did you tell 
Mr. Conlin eat that time thet you paid $300 for health in- 


surance? 


> 
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Did you have a conversation with Mr. Conlin at the time 

t at he was filling out your tax return concerning the 
number of miles that you drove during the year 1972? 

Yes. 

And Sow much did you tell him that you drove during 19727 
About eleven thousand. 

Did you tell him thet you drove thirty-five thousand miles 
during 19727 

No. 

Mr. Warner, at the time during the year 1972 did you own 
a home? 

No. 

Where did you live? 

In a trailer. 

In a trailer? 

ies. 

And did you have any conversation with Mr. Conlin concern- 
ing you. traile.:? 

Yes. 

And what was that conversation, <s best ycu can recall? 
That it went through the flood, and that is why I came, 
basically, to see him, to have my tax prepared. I didn'ec 


know how to go about doing it. 
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(Record read.) 
Did you tell him that you owned any real estate during 
19727 
Kot other than that trailer. 
Just the tre: ler? 
Yer . 
Did you tell him that you owned the property thet the 
treiler was on? 
No. ee 
Did you tell him how much rent you paid! 
Yes. 
And was there any discussion as to the deductibility of 
that rent? 
He said something about we could get taxes out of it -- 
we pay pert of the taxes. 
I show you Government's Exhibit 32 marked in evidence, 
Schedules A & B of Itemized De ions under "Real estate 
taxes, $144." Did you pay $144 in esl estate taxes” 
Ho. 
Did you tel? Mr. Conlin chat you paid $144 in .2al estat- 
taxes? 


Wes there any discussion about $144 with regard to real 
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estate taxes? 

He said that I paid taxes in the rent that I paid, yes. 
Did you have a mortgage on your mobile home? 

No. I believe it was peid for at thar time. 

It was paid for? 

I believe it was paid for at that time. 

Did you own any other real estate at the time? 

No. ? 

I call your attention t» Government's Exhibit 32 and under 
"Interest expense,"' it says, “Home mortgage, 516.46." 
DiJ you tell Mr. Conlin that you paid mortgage interest 
of $516.46? 

No, 

Was there any discussion about the $516.46? 

No. 
Mr. Warner, your mobile home was damaged in the flood, is 
that correct 

Yes. 

Did you also lose personal property as well as the mobile 
home? 

Yes. 

And did you put in s loan request to the Small Business 


Administration? 
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Yes. 
And how much was that? 
$3,300. 
And did you get that loan from the Small Bus‘ness Adminis- 
tration? 
Yes. 
That was only for our personal property, is that right? 
Yes. 
Did you suffer any loss to your trailer as a result of the; 
fleed? 
Yee. 


Was that covered by insurance? 


Yes. 

Were you paid an insurance recovery by your insurance coz 
pany? 

Yes. 

Did that put the trailer back in the seme condition as it 
was prior to the flood? 

Practically, yes. 

Did you tell Mr. Conlin that you had insurance at the time? 
Yes. 


And did you tell him that you had recovered from your in- 


surance company? 
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Yes. 

Did you tell him how much you had recovered from your 
insurance company? 

Yes. 

Now I call your attentioa to Government's Exhibit 32 in 
evidence, and under "Casualty or theft," it shows here 
thet after the flood the value of your mobile home was 
"zero." Did you tell Mr. Conlin that after the flood thet 
your home was worth "zero"? 

No. He told me that is the way they figured it. 

He told you that? 

Yes. 

Did you ever have an sppraiser out on your property? 
No. 

Did the insurance company send an appraiser out? 

There was a man there -- yes, he did. 

And then he made an appraisal of your damage, and you 
recovered $2,700 from the insurance company? 

Yes. 

Did Mr. Conlin send any appraiser out to your property? 
No. 

Sometime after you spoke with Mr. Conlin, you came back 


and signed your tax return? 
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Yes. 
Did you speak to Mr. Conlin at that time? 
I'm not sure, but I don't believe so. 
Did you go over the tax return, Government's Exhibit 32, 
wich him, ivcem for item? 
No. 
Did he discuss any portion of this tax return with you? 
Wo. 
At the time he filled out your tax return, did he tell you 
thet he wasn't going to show that you got $3,300 recovery bw 
MR. LEVY: I object to it as 
leading. 
THE COURT: Objection is overruled. 
Did he tell you that he was not going to show that you 
recovered $3,300 from the Saell Business Administration? 
io. 
Did he have a conversation with you about a dispute that 
he was having with the Internal Revenue Service? 
Ro. 
Did he discuss any theories of casualty loss with you? 


MR. HOULIHAN: I have no further 
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MR. HOULIHAN: Thank you. That 
is all. 
MR, LEVY: I have no further 
questions. 
(Witness excused.) 
PAUL CAROZZORI, 

called as a witness by the Government, being first duly sworn, 
testified cs follows: 
DIRECT EXAMINATION 
BY MR. HOULIHAN: 
Q@ Mr. Carozzoni, where do you live? 
a Corning, New York. 
Q How long have you resided in Corning, New York? 
A Twenty-three years. 
Q And are you familiar with the defendant, Walter Conlin? 
A Yes, I am. 
Q How do you know Mr. Conlin? 
A He was and is my accountant. 
Q Did he prepare your income tax return for the year 19727 
A Yes, he did. 
Q Did he prepare it prior to that time? 
A No, he didn't. 


This was the first year that he prepsred it? 
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A Right. 
Q_ And he has prepared your returns subsequent to that, is 
that right? 
Yes. 
How much did he charge you to prepere your return in 19727 


One hundred and forty-three dollars. 


ono >} 2 > 


And how much did he charge you to prepare your return sub- 
sequent to that? 
| A Ejighty-three and seventy-three. I think that is what it 
was. 
Q He told you st the time that he prepared your 1972 return 
that it would cost more, did he not? 
A Yee he eid. 
THE COURT: More than what? 
Is that the firet return he made 
| for you? 


A Yes, it is, 


QI show you Government's Exhibit -- 
THE COURT: Just a moment. tT 
asked hia a question You said he told 
you in 1972 it would cost more, and I asked 


more than whet, because that was the first 


year he prepared his return. 


193 
Paul Carozzoni for Government, Direct 529 
by Mr. Houlihan. 


Q that was said with regard to the cost of doing your tax 
return? 

A It was an understanding that the first year that he pre- 
pered my taxes, that to open up the account and so on, 
that it would be more expensive, and in the subsequenc 
years, it would go down, 

THE COURT: If there was an under- 
standing, then it was reached by words 
spoken between you and him. Tell us whet) 
was said about it. | 

A I don't actually remember words between -- 

THE COURT: Then we can't take 
your understanding unless we know what 
it is besed upon, because we don't know 

f whether there was an understanding aere ly 

because you say so. We have to determine 
from what was said whether there was an 
understanding or not. 

Q Did he say anything to you at the time that you went in 
to see him to fill out your returns how such it would cost? 

A No, not that I remember, no. 

THE COURT: Did he amke any refer+ 


ence to the fact that the year 1972 wes 
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the year of the flood in Elmira? 
Well, yes, he did. 

THE COURT: What did he say about 
it? 

That was zact of the return; when we prepsred the return, 
we discussed that. 

THE COURT: You did have a flood 
loss? 

Yes, I did, and because of that, it was one of the reasons 
why it wasn't discussed between Mr. Conlin and I verbatim, 
the rate itself. 

THE COURT: It was talked about 
between you and him? 

I can't sey it was, not when we filed the return, no. 

THE COURT: I'm not talking about 
when you filed the return. I'm talking | 
about when you went to him to prepsre your 
return. 

That is what I was talking about, when we went to hia. 

THE COURT: And you did talk about 

it then? 
Did we talk about the price? 
THE COURT: Yes. 
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THE COURT: Haven't you just told 
us that he said it would be more because 
of the flood loss in 1972? 

I don't remember exactly when we discussed it, but that 
was my understanding of it. 

THE COURT: Did you discuss it 
before your return was prepared? 

I don't remember when it was discussed. 

THE COURT: You are not very 
helpful. We don't know anything about it, 
and we don’t know wher you talked about it. 
Did you talk about it the next year? 

I don't remember when we discussed it. 

THE COURT: All right. We will 
take it that way. You don't remember 
anything about it, apparently. 

MR. HOULIHAN: Would you mark 
this for identification? 

(Ge vernment's Exhibit 51 marked 
for identification.) 


Q Mr. Carozzoni, I show you Government's Exhibit 51 marked 


for identification, which appears to be an income tax 
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return for 1972 on Paul J. and Vicki E. Carozzoni. Is 


that your signsture down at the bottom and that of your 


wife? 

Yes, it is. 

This is the return that was prepared by Mr. Conlin? 

Yes, it is. 
MR. HOULIHAN: I offer G-51. 
MR, LEVY: Wo objection. 
THE COURT: Received. 
(Government's Exhibit 51 marked 

in evidence.) 


Mr. Carozzoni, did you sign this return the same night 


thet you went to Mr. Conlin to have them prepared? 


No, I didn't. 
How much time elapsed between the two times, et the tim 
that you went to see him and the time that you sctually 
signec it? 
I really don't know. 

THE COURT: About how long? 
Maybe a month or two. I'm not sure. 

THE COURT: What is the date of 

the return? 


MR. HOULIHAN: This was dated on 
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April 9, 1973, is thet c rect? 


| col 7: What did you say? 
A It te dated April 9, 1973. 
THE corr: 19737 
MR. HOULIBAN: Right, Your Honor. 


THE COURT: I thought you said 


MR. ROULIHAN: No, Your Honor. 
How long prior to that time did 
you actually go see MH. Conlin? 
THE COURT: He said maybe « month. 
THE WITNESS: It ie just an esti- 
mate. I don't know, offhand. 
At the time that you spoke with Mr. Conlin, this is the 
firet time that he had dom: your tax returns, did he go | 
over any items of income with you? 


I gave him ay W2 fore. 


Vas there any discussion concerning any rentel income thet 


you received from 1972? 
No, there war 't. 


Did he ask you if you received any other income during 
19727 
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Ll don't know if that question was asked. I don't think so. 


THE COURT: Did you receive any 


other income? 


THE COURT: Besides wages? 


THE COURT: What was it? 


I have income property. 


I have income property. 
THE COURT: 4d you tell hin you 
had income property? 


THE COURT: You wenf in tc have 


your tax returne prepared, didn't you? 
| You knew you had to, at least, report 
what income you had? 
la realized that, but I didn't give him thet. I just 
| wat '¢ aware of it. This was the first year that I owned 
the home, and everything was very new to ae with the in- 
} come property. 
| Q Did Mr. Conlin ask you questions, and you responded to 
those questions from him? 
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thout what? 

“hout any income that you had and about any property thet 
you ouned? 

He asked for, you know, end I gave him my W2's, and I 
jon't remember him asking me about the income from the 
property, but we did discuss some deductions from the 
income property. 

THE COURT: Then you talked about 
the income property, if you discussed 
deductions, didn'. you? 

Yes, sir. 

THE COURT: All right 
So you talked about deductions from the incc=: property 
but not about the income from the income property? 
That's right. 

THE COURT: You mean you talked 


about the deductions from the income, but 


you didn't talk about the income from the 


property? 
That's right. 
How can you do thet? 
(No response.) 
If you telk ebout «4 
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500 
deduction from something, you've got to 
know what something is, haven't you? 

I realize what you are saying, yes, but it was just over- 

looked. 

Mr. Csrozzoni, did you tell Mr. Conlin at the time that 

you went to him to prepare your returns “hat you were & 

member of the union? 

No, I didn'c. 

Have you ©ver been a member of the union? 

No. 

I call your attention to Government's Exhibit 51 marked in 

evidence, and on your return it shows "Union Fee $100." 

Did you tell Mr. Conlin that you paid $100 for a "Union 

Fee"in 1972? 

1 didn't know for sure when we filled out the forw. The | 


question wes brought up, and I didn't know, and ay wife 
said she would check on it. 

THE COURT: You didn't know what? 
If I had paid union fees or not. I had just started work- 
ing as a plumber and working for ay father-in-law, and I 
didn't know if we were in the union or not, or if I was 
paying union fees. 


Did you call up Mr. Conlin and tell him whether or not you 
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were in the union? 

I believe my wife did return a phone call. I'm not sure. 

{ think she did. 

Se the time you spoke with Mr. Conlin concering filling 

out your tax return, did you tell him that you owned a 

truck that you used in your business? 

No, I didn’t tell him thar. 

Did you tell him that you owned your own tools that you 

carried in your business? 

No. 

I call your attention to a schedule attached to your 1972 

tax return, labeled Part II Adjustmencs to Gross Income -- 

Line 48 -- Business Expense, and a statement which says: 

"As a plumber tradesman, I must carry my own tocls to the 

job assignments and furnish my own transportation. This 

{s customary with plumbing tradesmen, and cn. tg no re-_ 

imbursement outside of my W-2 statement for t'..s." 
Did you tell Mr. Conlin that on the night that he 

filled out your tax return? 

I didn’t tell him that, but it was discussed. 

Is that a true statement? 

Yo, it is not. 


And what was discussed with Mr. Conlin regarding that? 


BEST COPY AVAILABLE 
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Mr. Conlin asked me how many miles I drove during the year, 
and I gave him an estimate, a daily estimate, and from 
there, I assumed he took tiie figure for the year. I don't 
know for sure 

Nid he ask you whether you owned your own truck? 

No. That question wasn't asked me. 

You just told him how many miles you drove? 

That's right. 

Now was that with the truck, or was chat just mileage 

that you drove generally? 

It was mileage that I drove with the truck that I used on 
the job, 

And he asked vou whether or not you owned the truck? 
That's right. 

That statement that appears on your income tax return, the, 
attachment, Part II, Adjustments to Gross Income -- Line 
48 -- Business Exper +, that I just read to you, is that 
in your handwriting? 

No, it is not. 

Was there any discussion at the time with Mr. Conlin 

about income tax returns that he prepared for your brother- 


in-law and father-in-law? 


No. Well, would you ask the question again, please? 
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At the time that you spoke with Mr. Conlin about your 1972 
cax return, was there any discussion about the tax returns 
that he prepared for your brother-in-law and your father- 
in- Law? 

wot at the time, no. 

There was no discuszion about that? 

Not then, no. 

Was there a discussion after that? 

Yes. 

When was that discussion? 

When we went back to sign the return, we were notified 
that it was complete and was ready for our signature, and 
we went back over it. I don't remember exactly what was 
said, but it was to the effect that it was the same way 
that he had done it for other tradesmen and ay brother-in- 
law, and it w carried on from there. 

And that is what Mr. Conlin told you? 

In so many words, that was my understanding, yes. 

Now, Mr. Carozzoni, did you suffer any damage to your home 
as a result of the flood? 

Yes, sir, I did. . 

and how much damage wes cone to your home? 


How much: 
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Did you have water on your first floor? 
wo, IL didn't. 
Just the basement? 
There was some water in the basement and the rear wall of 
the house started to collapse from the water pressure 
outside the wall. 
And pushed the wall in? 
Right. 
Did you have an estimete for repat of that wall? 
Yes, I did. 
What was that estinete? 
Approximately fifteen hundred dollars. 
And did you make un application to the Small Business 
Administration for that loan? 
Yes, 
And were you grapted a loan in that spount? 
Yes. 
Did you have the contractor repair the wall? 
Yes. 
And the house was put back in the same condition it was 
prior to the flood? 
Yes, 


Lid you tell Mr. Conlin about the loss, the damage to your 
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property, and your Small Business Administration loan at 
cue time you filled out your tax return? 

at the time he filled it out, yes, but it wasn't fixed at 
chat time. 

But you had the estimate at that point? 

And I had the money, I think. 

And you had the money from the Small Business Administra- 
tion? 

Yes. 

Now did Mr. Conlin have any discussion with you at that 
time, at the time you filled out your tax return oO. fa 
ing any loss that you could take as a result of the Flood? 
Yes, there was some discussion of it. 

What did he tell you” 

Both my wife and I were there, and he showed us a sheet 
that was taken from one of the tax law books -- I really 
don't know -- and showed us that you could take the loss, 
take the value cf the house before the flood and something 
about the value of the house immediately after the flood, 
and that is just about all I remember of the discussion. 
That was deductible, that difference. That is ay under- 
standing of what was deductible. 


And he discussed this with you at the time you filled out 
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the return? 
Yes, and he advised me that we should have a realtor in- 
spect the house. 
vid an appraiser actually come and look at your house? 
ves, he did. 
Do you remember when that was? 
Well, it was shortly after we prepared the returns, before 
we signed them. I don't rewember ezactly when it was. 
Between the time you went to see tim and before they were 
actually signed? 
Yes. 
Would that have been sometime during the sonth of March, 
then? 
I wouldn't know. 
Your return here was signed on April 9th -- 
THE COURT: You said it was signed 
April 9th. You went there about a month 
before. 
So it was during that time, during thet month. 
1 show you a copy of your tax return for 1972, and this 
has an appraiser's certificate on it, Millard L. Brush. 


Is that the appraiser that came to your house? 


Yes, it is. 
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Sid Mr. Brush talk to you at the time he came to appraise 
the house? 
‘ec did have a little discussion. I don'* remember what ve 
-alked about, but he went through the house -- 

THE COURT: Was the wall then 

fixed? 

No, it wasn't. 
At the time that you spoke with Mr. Conlin while you were 
filling out the return, did he discuss with you how much 
money could be deducted as a result of the flood loss? 
No, he didn't. 
There was no amount mentioned? 
No. 
This appraisal letter is dated October 12, 1972, is it not? 
Yes, it is. | 
Mr. Brush did not go to your house on October 12th, 1972, | 


did he? 


It doesn't seem like he could. I don't remember the date 


he was there, 


THE COURT: You just told us that 


you talked first with “onlin about that? 


THE COURT: About a month before 
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your return was dated, and that would 


make it in March, 1973? 


THE COURT: And he then told you 
you shculd have an eppraisal, a real 


estate appraisal? 


And you did have a real estate appraisal by a man by the 


name of Brush? 


Yes. 


THE COURT: And that was after 


March, 19737? 


I am getting confused. 


(No response.) 


I think so, yes. 


THE COURT: Don't get confused. 
I am taking your word. You said you firet 
talked about this matter with Mr. Conlin | 


in March of 1973? 


THE COURT: Your return was dated 
April 9, 1973. That is the first time 
you talked about a real estate appraisal, 


wasn't it? 


209 we 


Pau! Carozzoni for Government, Direct 


lL don't remember. 


kight. 


Yes. 


Yes. 


Yes. 


by Mr. Houlihan. 


THe COURT: Jid you ever see 
Conlin before March of 1973 about pre- 
pering your 1972 return? 
I don't know. 
THE COURT: Wait a minute, now, 
Listen, you were thinking about making 


your return for 1972? 


THE COURT: Now 1972 would have 
to elapse before you talked about making 
your return, wouldn't it, because you 


would have to know all the figures? 


THE COURT: So you went to see 


him in 1973? 


THE COURT: Now at that meeting 
you talked about the necessity of having 


a real estate appraisal? 


THE COURT: And you did have an 


appraisal? 
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THE COURT: And it was afrer 
March, 1973, wasn't ir? 
A As best I can recall, yes. 
THE COURT: But whe: got the 
appraisal, it was dated Octo» 1972? 
A tIcan't explain thar. 
THE COURT: That was not the 


date of the apprateri, was it? 


THE COURT: All righr. 
DIRECT EXAMINATION CONTINUED 
BY MR. HOULIHAN® 
Q Mr. Carozzoni, when you went to sign your tax return in 
Mr. Conlin's office, did you go over all the items on 


| the tax return with Mr. Conlin? 


‘A Yes. 

Q. And at that time did you talk abour the unton fee? 
A No, not that I remember. 

Q Was that on the tax revurn? 

A That I don't know. 


THE COURT: Look at the return. 


A It is on there. We went over it, but I don't know that 


much about it. 
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THE COURT: Did you talk about 
the union fee when you went down to sign 
the return? 

I don't remember talking about it when I wenc down to sign 

the return, 

Is your brother-in-law a member of the union? 

Mo, he isn't. 

Is your father-in-law a member of the unton? 

No. 

Did there come a time after your tax return wes filed 

thet you were subpoensed to appear before a United States 

Grand Jury? 

I was. 

Did you have a conversation with Mr. Conlin at that time 

prior to your appearance? 

Yes, I did. 

Who was present at that time? 

My wife and I, Mr. Conlin, and attorney Robert Tyle. 

Was there any discussion about your 1972 income tax retura? 

Yes, there was. 

World you tell the members of the jury what was said at 

that time? 


We went in and sat down, and there was a copy of an IRS 
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statement that went over the points that they had in ques- 
tion, end we went over them, and I don't remember wharc the 
discussion was about, but I brought up the topic of the 
business miles, and I couldn't come up with an explanation 
for the 1 dues. 

Did Mr. Conlin tell you what you should say with regard 

to your 1972 °* retura? 

No, he didn'r. 

Did he explain the figures that appeared on your 1972 tax 
return? 

By "explain the figures," what do you mean? 

How he arrived at those figures. 

Yes, he did. 


And did he give you an explanation for arriving at the 


statement that appears on the last page, that attechment, 
that says, "As a plumber tradesman, I must carry ay own 
tools," et cetera, aad that is the same statement I read 
to you before. Did he give you an explanation fo that? 
He said that he just assumed that I was in the same situs- 
tion es other plumbing tradesmen and went the standard 
route of taking their deduction for business mileage and 
tools. 


Was that, in fact, true? Did you own your own cer, and 
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did you own your own tools? 


No, not at that, time, no. That was just his explanation. 


At the time of this discussion, and this was just prior 


to your Grand Jury appearance which was September ‘3th, 
1974, do you recall that? 
Yes, I do. 
Did you have a discuss‘~n abovt union fees with Mr. Conlin? 
I don't remember talking about it. 
Was there an explanation for that at the time? 
Not that I can remember. 
Mr. Carozzoni, at the tim: you had this discussion with 
Mr. Conlin about your Grand Jury appearance, did you dis- 
cuss the rental income from your property, why that wasn't 
on your income tax return? 
MR. LEVY: Your Honor, 1 object. 
The issue here is what he told Mr. Conlin 
before they drew up this return, not what 
was talked about. 
THE COURT: Objection {s overruled. 
Did you go over that portion of your tax return? 
Yes, we did. 
And did Mr. Conlin give any reason why that was not on 


your return? 
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Just en oversight on both of our parts. It vas so obvious, 
This is what he told you at that time, is that right? 
Yes, sir. 

MR. HOULIHAN: That ‘s all the 


questions I have at this time. 
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(Recess from 3:30 p.m. to 3:45 p.m.) 


HERMAN G. CLARK, 


called as a witness by the Government, being first duly sworn, 


testified as follows: 


DIRECT EXAMINATION 


BY MR. HOULIHAN: 


q 


A 
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Mr. Clark, where do you live? 

Campbell, New York. 

Is that in the Elmira-Corning area? 

It is the Corning area. It is ten miles this side of 
Cor ning. 

And do you know the defendant, Welter Conlin? 

Yes, I do. 

And did he prepare your income tax return for you at some 
time? 

Yes, he did. 

Did he prepare your income tax return for the year 19707 
Yes. 

Do you remember how much he charged you for that year? 
Thirty or thirty-four, maybe. 

How about 1971? Do you remember what he charged you for 
that? 

Seventy-one. 


And 1972? 
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A hundred and fifty-five. 
Did he prepare your returns for you .1 1973? 
No. 
I call your attention to the year 1973. You had Mr. 
Conlin prepare your 1972 income tax return, is that correct? 
Right. 
I show you Government's Exhibit 31 for identification, 
which appears to be a tax return for 1972 in the name 
of Herman G. and Judith A. Clark, and is that your signa- 
ture down at the bottom? 
Yes. 
And the signature of your wife? 
Yes, it is. 
MR. HOULIHAN: I offer G-31. 
MR. LEVY: No objection. 
(Goverrment's Exhibit 31 marked 
in evidence.) 
Mr. Clark, this Exhibit shows that there is a date on 
here of February 14, 1973. Is that the dete that this 
return was signed? 
It probably is, yee. 


Do you know how long prior to that time that you met with 


Mr. Conlin concerning prepsring this 1972 return? 
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Probably about a week, I would imagine. 
Did you have a discussion with Mr. Coulin at that “aime? 
When I had them prepared. 
Were you alone, or was your wife with you? 
I was alone. 
You were alone? 
Yes. 
Did you bring a summary sheet with you at that time? 
Yes, I did. 
Did you prepare that from your books and records? 
Yes. 

MR. HOULIHAN: Would you mark 

this for identification? 
(Government's Exhibit 52 marked 
~ for identification.) 

I show you Government's Exhibit 52 marked for identifica- 
tion. Is that the sheet that you prepared to assist in 
preparing your 1972 tax return? 
Yes, it is. 
And did you give that sheet to Mr. Conlin? 
Yes. 
And this she © contains all the figures that you felt were 


deductible -- 
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MR. LEVY: I object to it as 
leading. 
THE COURT: Objection is overruled. 
Q And this worksheet contains all the figures that you felt 
were deductible that you paid during that year, is that 
right? 
A That's right. 


MR, HOULIHAN: I offer G-52 in 
evidence. 

MR. LEVY: May I have a prelimt- 
nary question? 

There are various checks with 


colored pencil, blue and black, after | 


the various iteme here. Were they on 
there at the time you gave it to Mr. 


Conlin? 


A I have no idea. 
THE COURT: Now just look at it. 
You did prepare a summary sheet? 
A Yes, sir, but I can't remember the checks, the checkmarks, 
MR, LEVY: Your best recoliection 
is that these checkmarks were not on it 


at the time you gave it to him? 
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A That's correct. 

MR. LEVY: I have no objection. 

THE COURT: Received. 

(Government's Exhibit 52 marked 
in evidence.) 

DIRECT EXAMINATION CONTINUED 

BY MR, HOULIHAN: 

Q Mr. Clark, at the time you discussed your return, the 
preparation of your 1972 tax return, did you sit across 
from him, and did he ask you questions? 

A Yes. I sat across from him. 

Q Was he taking notes as you were talking to him? 

A Right. 

Q Did you tell him how much money you spent for medical 
expenses for the year 1972? 

la Whatever is on here, $215.95. 

Q $215.95, is that right? 

A That's right. 

Did you tell him that you paid any more than that? 


No. 
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I call your attention to your 1972 tax return, Page 2 under 
"Itemized Deductions," and under Medical Expense, it shows 


that total deductibility in Medical and Dental expenses, 
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$461.62. Did you tell Mr. Conlin that you paid $461.62 for 
the medical expenses? 
No. 


Did you tell him that you paid Dr. Lacuona $187 


Did you have any discussion with him at that time about 
any particular doctor? 

You mean if I knew how much I paid each doctor? 

Yes. 

I told him I didn't. 

So you didn't discuss particular amounts to any particular 
doctor? 

No. 

Did you tell him what doctors you had? 

I told him what the name of our doctors were. 

Did you tell him that you spent any more than $215.95 on 
doctors or drugs or medicine or dental expenses? 

No. 

Did you have a conversation with Mr. Conlin at the time 
that he was preparing the '72 tax return regarding any 
interest expenses that you paid on instaliment purchases? 


No. 


Did you have any interest expense on installment purchases 
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during 19727 

Juet the ones I had under "Interest, J. C. Penney's." 

That was $27.69? 

Right. 

I call your attention to the "Itemized Deductions" portion, 
and it has got an amount "per schedule, $272.99." 

Now referring to the back page, the schedule ettached, 
for Line 22, Interest Expense, and it has got J. C, Penney's, 
27.69, and did you tell him that you paid 27.69 to J. C. 
Penney's? 

It ie on the sheet here. 

And the First National Bank, $80.08, and did you tell him 
that? 

Right. 

You did tell him thet? 

Yes. 

Did you tell him that you paid any money to the Chemung 
Canal Trust? 

No. 

Did you pay any amount to Lincoln First Bank of Rochester? 
Yes. 

How much was that? 


75.49. 
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And did you tell him that you peid any amount to the Pru- 


dential Insurance Company? 

Yes. 

How much was that? 

$10.17. 

And did you tell him that you paid anything to the Corning 
Building Company? 

Yes. 

How much was that? 

.7. 16. 

But you never told him thet you paid any amount to Chemung 
Canal Trust Company, is that right? 

Right. 

Have you ever had « loan with the Chemung Canal Trust Com- 
pany? 

Yes. 

And when was that? 

I think it was in ‘70. 

What was that for? 

House trailer. 

And did you ever sell the house trailer? 

Yes. 


When did you sell that? 
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In 1970, so you didn't have any interest expense in 1972 
with regard to that house trailer? 

No. 

And you didn't tell him that you did? 

No. 

Did you tell him how muci. you paid on hose mortgage inter- 
est? 

(No response.) 

Your mortgage with the Carning Savings & Loan? 

Right. 

That was $1,188.43, and that appears on the ‘ncome tax re- 
turn, does it not? 

Right. 

Now it says, "Installment purchases $92.14." Did you tell 
Mr. Conlin that you had installment purchases of $92.14? 
No. 

Do you know how that figure got on there? 

No. 

Is your wife a nurse? 

Yes, she is. 

And you work for the United States Postal Service, is that 
right? 

Right. 


Q 
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I show you Government's Exhibit 31 in evidence, which is a 
tax return, and under Miscellaneous deductions, it shows 
expenses for R. N. Uniforms, shoes, stockings, and it says, 
“Dues and fees." 
Did you tell Mr. Conlin that you paid $28 for dues and 
fees for your wife? 
No. 
And you were the only one present, is that right? 
Right. 
Do you know where that $28 came from for dues and fees? 
No. 
Now in preparing your tax return, it hae got "Prepsration-- 
tax fee," a total value of $114. Do you know where that 
$114 came from? 
No. 
How much did you pay in 1971 to pay your tax return? 
$71. 
Is that $717 
Right. 
That is shown on your worksheet, is it not? 
Right. 


Now the expenses for nurse's uniforms, shoes, and Supphose, 


and those are listed on there, is that correct? 


— 


> 6 2} £6 ® 


997 


ow 


Herman G. Clark for Government, Direct 567 


by Mr. Houlihan. 


Right. 

And there is nothing in there about dues and fees. Did you 
tell Mr. Conlin that you peid $28 in dues and fees? 

No. 

Mr. Clark, in the course of your duties as a postman, and 
you drive your own car, do you not? 

Right. 

And are you reimbursed by the government for the amount of 
miles that you drive ueing your own car? 

Yes, I am. 

And did you tell Mr. Conlin how many miles you drove during 
the year 19727 

Right. 

How many wiles did you tell him? 

61.15 miles a day. 

61.15 miles a day? 

Right. 

And you worked five or six days a week? 

Back then I think I was working five days one week and six 
days the next. 

If my multiplication is correct, about fifteen thousand 
miles. Did you receive reimbursement from the Post Office 


for driving that amount of mileage with your car? 
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Yes. 

Did you tell Mr. Conlin about that at that time? 

Yes. 

Did you tell him how auch you received in reimbursement? 
Yes. 

How much was that? 

$1, 856.66. 

On your income tax return, it shows that the reimburser at 
was taken off the total mileage, is that right, $1,856.667 
Right. 

In addition, under thet “Business expense," and this is 
the Last schedule, it shows, "Flashing car light, $28." 
Did you purchase e flashing car light for $28 during 19727 
No. 

MR. LEVY: I object unless that 
is what he told Mr. Conlin and not what 
he -- 

THE COURT: Objection is overruled. 
I presume he will es« him that. 

Did you tell Mr. Conlin thet you purchased a flashing cer 
light for your car? 


No, 


Do you know where the expense came from for the flashing 


> 2 > 2 > DS > 
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car light? 
Mo. 
Mr. Clark, did you have « discussion with Mr. Conlin con- 
cerning your charitable contributions? 
He asked we about them. I told him I didn't have any re- 
ceipts for any of thea. 
THE COURT: You didn't what? 
I didn't have any receipts for any contributions. 
Did you tell him that you made contributions? 


Yes. 


Did you tell him ther you gave $132 to the Methodise Church? 


No. 

Did you tell im that you gave $22 to Sunday School? 

No. 

Lid you tell him that you gave $5 to One Great Hour of 
Shar ing? 

No. 

Did you tell him that you geve $5 to Worldwide Communion? 
No. 

Did you tell him that you gave $26 to "Miscellaneous or- 
ganized charities"? 

No. 


Did you tell him that you gave 


$5 to Christmas offerings? 


o > © > OD > 
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Mo. 

Did you tell him you made an Easter offering of $10? 
No, 

Do you know how those figures got on your tax return? 
He wrote them down, 

But you didn't supply him with any information to that 


effect? 


No. 

Mr. Clark, was your house damaged as a result of the flsod | 
in June of 19727 | 
I got water in the basement. 

How much water did you get? 

About a foot, 

And was there any structural damage to the house? 

Jus «e cellar floor cracked. 

And did you recetve any damage to personal property? | 
Some, yes. | 
And do you know what you lost? | 
A washer and dryer and clothing and dishes snd things that | 
we had stored down the cellar. 

Did you apply to the Small Business Administration for a 


loan to cover personal property that you lost? 


Yes. 
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How moh was that? 

Six hundred dollars. 

And did you receive that loan? 

Yes. 

Did you tell Mr. Conlin about that? 


Yes. 


on > © > © > O 


Was there a discussion at the time that you vere filling 
out your tax returns about any damage to your real estate? 


A Well, he told me I could take depreciation. 


re) 


And did you tell him how much you lost as a result of the 
depreciation on your house” 


No. 


2 


I show you your 1972 income tax return, and it shows thet 


market value before the flood was $25,000 and after it was 


$22,000, with a loss of $3,000. Did you tell Mr. Conlin 


that you had 2a loss of $3,000 by reason of the flood? 


No. 


i Was the amount $3,000 ever discussed between you and Mr, 


I Conlin? 

Yes. He asked me about what my house was worth. 
What did you tell him? 

Between twenty and twenty-five thousand. 


Did he tell you how much it was worth after the flood? 


! 
{ 
| 
| 
| 
| 
| 
| 
i 
| 
| 
| 
' 
| 
| 
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No. He just said, "Take $3,000 depreciation." 

Did he suggest an appraisal on the propexty? 

Ho. 

Has any appraiser come to your property f.:om Mr. Conlin's 
office? 

Mo. 

You did have an appraiser from the Swall Business Adminis- 
tration, did you not? 

Right. 

Aad did they appraise any damage to your house? 

To the cellar floor, right. 

And that is what you got the loan for, is thet right? 

No. 

In addition, did you apply for a loser for the damage to the 
céllar floor? 

No, not for the damages. 

Was that repaired? 

No. I never did anything to it. 

Was it serious damage? 

No -- cracks in the cellar floor. 

Are they wide cracks or just hairline cracks? 

They are wider than that, e half-inch wide. 


Did you ever have an appraisal done in connection with your 
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tax return to determire whether you lost $3,000 as a result, 
of the flood? 


No. 


And it was Mr. Conlin who suggested the $3,000 figure? 
Right. 
Sometime after you had this conversation with Mr. Conlin 


an > D > 


in preparing your return, you ultimately signed it, and 

about how long efterwards, after the conversation, did you | 
actually sign the return? 
About a week. 

Q And at the time you vent in to sign your return, did you 
have a discussion with Mr. Conlin? 

A No. 

Q And did you examine the return, item for item? 

|A No. 

Did you ask any questions to either Mr. Conlin or someone 

else regarding any items that were on your return? 


|A No. 


BR. HOULIHAN: That is all the 


| 


questions I have at this time. 


*-_*e£ ke Ke & 
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1 
| ROBERT W, BUCHER, 


called as a witness by the Government, being first duly sworn 


! 


testified as follows: 
DIRECT EXAMINATION 
BY MR. HOULIHAN: 


Q Mr. Bucher, by whom are you employed? 


| A The Federal Bureau of Investigation. 
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> 


T am stationed at Elmira, New York. 


And how long have you been with the FBI? 


> 2 


Twenty-four years. 


2 


Q And where are you employed? | 

I call your attention to the date of January 18th, 1974. 

Were you stationed in Elmira at that time? 

| A I was. 

| Q. And at that time did you go to the Small Business Adminis- 

| tration office in Elmira with Special Agent Rudy? 

| A Yes, I did, air. 

Q And is Mr. Rudy your partner? 

A Yes, he is, sir. 

| Q And just the two of you are stationed down in Elmira? 

| A Yes, str. 

i Q ould you tell the members of the jury approximately what ; 

time you arrived at the Small Business Administration 

office? 

| A It was shortly after noon, like twelve ten, twelve fifteen, 

\) some*hing like that. 

| Q_ Did you see Mr. Conlin there at that time? 
A Yes, I did, sir. 

Q what was he doing at that time? 

A 


He was standing by one of the desks in the Adwinistrative 
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Office, 

And was this in # private office of one of the individuals 
or @ mein office? 

It was in the open area of the main office. 

And what was he doing at that time, if anything? 

He wes just standing there eat that time. 

And did you have a conversation with him at that time? 
Yes, sir. 

What was that? 

I asked Mr. Conlin what was going on, end I asked hie 
where were the papers that he had allegedly taken from 
the file that we had been told about. 

And what did he say to you? 

He did not snswer me. 

Did you say anything else to him? 

Not at thet time, no, sir. 

How long were you there et this Small Business Administra- 
tion office? 


(No response.) 


I show you Government's Exhibits 48, 49 and 47 marked for 


identification, which have been previously identified by 
Mr. Rudy, anc perhaps one of those might refresh your 


recollection. 
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(Government's Exhibits 47, 48 

and 49 handed to the witness.) 
‘e were there about forty-five or fifty minutes. 
‘nd during that period of time, you say when you first 
arrived Mr. Conlin wes standing up in the main office? 
Yes. 
Did there come a time that Mr. Conlin sat down? 
No, sir. Mr. Conlin, when he declined to answer me as to 
when I asked what was he doing, and he should give back 
any pepers that he might have taken, my partner got on 
the telephone and I stayed with Mr. Conlin. By chat, I 
mean I stayed physically with him,within a foot or two 
of him, and kept by eye on him until the matter was re- 
solved, and Mr. Conlin walked abcut the oper part of the 
office for the next fifteen, twenty minutes or 80, and I 
do recall telling him at one point to stay still, you know, 
Was he dotng anything while he vas walking around the 
office? 
Yes, sir. 
Whet was he doing? 
Ne was carrying a briefcase, and he held the briefcase in 
“is left hand in front of him, and he was putting his 


right hand in his pocket, pulling something out of his 


BEST COPY AVAILABLE 


Q 
A 
Q 
A 
Q 
ft 
G 
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pocket, and making motions as if he was stuffing material | 
inside his dress shirt, but the briefcase blocked that 
part, but, of course, I could see all this hand movement 
and arm movement. 

And about how long did this go on? 

Twenty minutes, possibly. 

And then you asked him to sit down? 

I don't recall asking him to sit down, sir. 

Did he ultimately sit down? 

I don’t remember him sitting down. 

Did you have him stand in one spot? 

I did ask him to stop, you know, running around the whole 
office, yes, sir. 

Did he say anything to you during the period of time that 
you were at the Small Business Administracion office? 

T don't recall him saying anything to me. 

Did he attempt to call hie lawyer? 

I believe he did make a telephone call for thet purpose. 
I don't think it was completed, as I remember it. 

Did there come 4 time that you left the Small Business 
Administration office? 

Yee, sir, after he was placed under arrest. 


Now Government's Exhibit 48 is the log of the arrese, is 
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that righe? 
Yes, sir. 


And that is signed by you as well as Special Agent Rudy? 


About what time did you place Mr. Conlin under arrest? 
At 12:49 p.m., January 18th. 

You arrived there approximately 12:19? 

Yes. 

And at 12:49 he was placed under arrest? 

Yes, sir. 

Did he say anything to you, give any explanations at ell 
diring that period of time? 

No, sir. 

What, {f anything, did you do after Mr. Conlin was placed 
under arrest? 

After he was placed under arrest, we notified him that we 
were going to search his person incidental to arrest and 
because of the observations I had made of what he was 


doing during the pertod immediately prior to arrest. We 


secured a private room at the building and took Mr. Conlin, 


there and searched his person. 
And wes this a forcible search, or did he voluntarily teke 


his clothes off? 


| 
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There was no force involved, although Mr. Conlin did not | 
make any statements to us. He did what he was instructed, | 
ie didn't fight us in any way. 
There were some papers then taken, {s that correct? 

We found papers in Mr. Conlin's coat pocket, and inside 
his shirt, and he had removed his tie and his coat and 
his dress shirt and his trousers, and when he removed his | 
trousers, and when he removed his dress shirt, a number of 
torn pieces of paper did fall on the floor and were recov-| 
ered by myself and Mr. Rudy. | 
Were you present when the photographs, Government's Ex- 
hibic 50 in evidence, were taken? 

Yes. I remember that being taken in our office. 

And those were the papers that had been taken from Mr. 
Conlin, that fell to the floor? 

It appears to be the photograph. 

You didn't take this one? 

No, but I was there when Mr. Rudy took a picture of the 
piles of paper. | 
bid there come a time that you ultimately left the Small 
Business Administration office with Mr. Conlin? 


Yes, sir, immediately after the search in thet private 


room that I spoke of, and we went to my office, the Resideat 
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Agency office in Elmira, and as soon as we arrived there, 
I contacted the United Stetes Magistrate for the purpose -+ 
Q Ie he located in Elmira? 
4 He is located in a building in close proximity to our 
office. 


Q_ And how long were you at your office? 


Q And during thet period of time, did you have any conversa- 


| 
: A A little over an hour, an hour and ten minutes, maybe. 
| tions with .. Conlin? 

| A Yes, sir. 

Q Explain to us whet they were? 

| A When we got to our office, and since Mr. Conlin hed just 
been errested, he was fingerprinted and photographed, and 
| Mr. Rudy left to file the complaint at the United States 
| Magistrate's office, and I felt {t would be more comfortable 
for Mr. Conlin and I to merely wait in our office, which | 
is directly across the street from the Magistrate's office, 
| So we remained there for about an hour after Mr. Rudy hed | 
| gone and after he had been fingerprinted and photographed. | 
\ Mr. Conlin had previously refused any comments, so I made | 
no attempt to interview him. I remember I did make | 
attempts to make small talk, so to speak. The two of us 


i were in the office for an hour, and 1 didn't elicit much 
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response from Mr. Conlin. He did ask to use the telephone 
again, and I believe he called hi. office in Corning from 
wy office. Then I would say after we had been in the | 
office forty, forty-five minutes, Mr. Conlin did volunteer 
some statements to me, which I noted down, and which I do 
recall. 
Whet were these statements? 


We were sitting in the office, and I don't remember his 


exect phraseology, but I think he said, "The reason I 
tried to teke those tax returns, or papers, is because | 
a red-headed male employee of the SBA told me that I | 
couldn't leave the office with thea." 

He also told me that the papers which he hed torn 
and which we hed found on his person were not previously 
given to the SBA, although he realized the SBA officisels | 
mainteined that. And he told me that he had just given 
them to the SBA that morning and that they were copies 
of unfiled tax returns of his client, Thomas Gill. 


Be further told me that he and his client were being 


interviewed by a Mr. Cristofaro of the SBA and that after 
he had given these copies of unfiled tax returns of Mr. 
Gill, Mr. Cristofaero returned them asking that Mr. Cill 


sign and date them as the taxpayer end that Mr. Conlin 


| 
| 
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| 

| 

| 
sign and date them as the preparer, and they both did so. | 
He geve the signed copies back to Mr. Cristofaro and were | 
then given a letter by Mr. Cristofaro which stated, in 
part, that the SBA desired authenticated copies of Mr. : 
Gill's tax returns for that year, tax returns which bore 
the official IRS stamp, showing thet they were true copies 
And he said that since these vere not copies of returns 
thet hed ever be filed, thet these were unfiled returns, 
that they could never be authenticated as being . 


| 
copies, because he never filed i. So he felt he should) 


take them back. He concluded by stat‘ng thet had he been | 
given this lette~ requesting authenticated copies marked 
to show they were true copies, he never would have given 
Mr. Cristofaro the copies he did give that day. And thet 
is all I recall. 

And this conversation took place about an hour and e half 
after you firet made contact with Mr. Conlin? 

(No response.) 

Is thet right, you were forty-five minutes at the Small 
Business Administration office? | 
Yes, about an hour and a half after we originally got to | 
| 


the SBA office, shortly efter noon that day. 


And it was forty-five minutes in the SBA offics, and he 
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never said anything to you? 

No, and I ettempted to talk to him at that potnt, and he 
declined to answer me. 

And then you were forty-five minutes in your own office, 
and you didn't ettempt to interview him at that time, but | 
forty-fiw minutes passed before he volunteered the state-| 
ment thet you just told ue about, is thace right? 

Yes, with the times being epproximste. 

At the time that you were eat the Small Business Adminis- 
tration office with Mr. Conlin, did you ask him why he 
had taken the returns, or why he had taken the papers? 
Mo, sir. 

Did you ask him why he was ripping up the papers? 

No, sir, because when I first saw Mr. Conlin, he was not 
ripping up papers. He was merely standing there. And 
when I went to him, after being told that he had pussessi 
of these papers, and we introduced ourselves and showed 


our identification that we were . pecial agents cf the FBI 


ae 


and I asked him to return any papers that he might have 
had, tiat he co! not teke these, and he didn't do this, | 
and it was thirty minutes later, probably, before he was | 


ultimately arrested, because we didn't want to arrest him. 


It seems a little silly thet he wouldn't give us the 


CROSS EXAMINATION 


BY MR. LEVY: 

Q Did you help your partner in search of Mr. Conlin? 

A Yes, I did, sir, 

Q_ In that search, did you look in his briefcase? 

A I don't recall looking in his briefcase. | 

Q Did any of ~ parts of the papers shown in Exhibit G-50 
come from his briefcase? 

A Not to my knowledge, sir, no. 

Q And you are telling us that you saw’. Conlin with his 
be iefcase open, taking and putting pavers in and out of it, 
and you didn't search hie briefcase? 

No, I did not sey thet, sir. The briefcase was not opened. 
The briefcase was being held in front of him (indicating), 
ahielding his actions, obviously. 

Q So you never looked in his briefcase, to your memory? 

A I didn't, no, sir, but ft would certainly be natura! when | 5 
you arrest a person who hae oe briefcase to examine that 
br fefcase. 

Q But you didn't do it? 
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papers, you know, but he made no comment to me at all. 
MR. HOULTHAN: , Thank you. I 


have no further questions. 


Ro, I don't have a recollection of it, sir. H 
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Wae Mr. Conlin wearing an outer coet as well as a suit 


jacket? 


I don’t recall, sir. 
THE COURT: It was wintertime. 
It was January. 


It was January, sir. 
| 


THE COURT: And you don’t remember 
whether he ha. a coat? 
Whether he was wearing it, no, I don't, or had one. I 
have no recollection of an outer coat. 
TAE COURT: You took him from 
one building over to your office, and ” 
went outdoors necessarily? 
Absolutely, sir. 
THE COURT: You don't know whether 
he had ean overcoat or not? 
I would certainly assume he had an overcoat in January, 
but I don't have any recollection of the coat. 
THE COURT: I don't want you to | 
assume. All right. | 


Do you have any recollection of searching through an over-| 


coat? 


No, sir. 


6) 
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Your partner gave Mr. Conlin a piece of paper with his 
Conetitutional rights on it, {© that correct? 

Yoo. ety, 

In that paper Mr. Conlin was adviced that he didn't have 
to say anything to vou, and te had the ripht to get a 
lawyer, isn't that correct? 

Yes, sir. 

So Mr. Conifn vae within hfs Conerituetonal rights of not 
talking to vov {f he so wished, fs thet correct? 
Absolutely, sir. 

But then Mr. Conlin did talk to you sometime after his 


arrest and before he was arrainged before the Magistrate? 


“hen he did talk to you, he told you in words or substance 
that copies of the tax returns ir cvuestion were not part 

of the SBA file reearding his cliert, Thomas J. Gill, but 
were actuelly confes of unfiled ©4"1 eax returns which 

hed been brought to the SBA Flmira office by Conlin earlier 
on January 18th, 1974, and had never heen submitted to the 
SBA previouely. Did he tell you ther? 

Yes, he cid, efr. 

As a matter of fact, I'm reading from vour report, am I 


net? 
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It sounds like it, sir. 


And these are your words «© -tet Yr, “onlin said, are they 


not? 


Yee, sir. 


MR, THY: T have no further 
questions. 


REDIPECT FXAMINATION 

BY MR. HOULIHAN: 

H Q Mr. Bucher, you made the report of what Mr. Conlin told 
you? You wrote out aniprovided that as part of the in- 
vestigative file, did you not? 

Yes, sir. 


And that was what Mr. Levy hed in his possession? 


Yee, sir. 


MR. HOULIHAN: That is all I 


| RECROSS EXAMINATION 


| BY MR, LEVY: 


Q Do you recollect that when your partner called Mr. Larimer | 
here in Rochester that you permitted “~. Conlin to talk | 
to him on the phone, or “~. Conlin wee permitted to talk 
to him on the phone? 


Ne, I don't, sir. 
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You don't recollect that? 


MR, LEVY: 7 have no further 
questions. 

(Witness excused.) 

(At 4:59 p.m., an adjournment 


was taken to Tuesdav. March 3C, 1976.) 


248 


Larry Madden for Governmeni, Direct oul 
by Mr. Houlihan. 


Rochester, New York 
Tuesday, March 30, 1976 


10;00 A.M. 


(Trial resumed, jury present.) 
LARRY MADDEN, 
called as a witness by the Government, being first duly sworn, 


testified as follows: 


| DIRECT EXAMINATION 


BY MR. HOULIHAN: 
Q Mr. Madden, where do you Live? 
719 Cayuga Drive, Horseheads, New York. 


That is in the Elmira-Corning area? 


= 2 


It is in the Elmira area, closer tc Elmira than Corning. 
Do you know the defendant, Walter Conlin? | 


Yes, I do. 


Q 
A 
Q And do you see him in the courtroom? 
A Yes, sir. 

Q Would you please identify him? 

A It is the gentleman right next to the fellow in the blue 
suit. 


Q The fellow in the brown suit? 


a Yes. 


 Q 
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MR, dHOULIHAN: For the record, 
he identified the defendant, Walter Conlin. 
How long have you known Mr. Conlin? 
Mr. Conlin prepared my income tax for 1971 and 1972. 
How much did he charge to prepare your 1971 tax return? 
Forty-three dollars, 
And how much did he charge to prepare your 1972 tax return? 
Ninety-three dollars. 
I show you Government's Exhibit 30 marked for identifica- 
tion, which appears to be the 1972 tax return in the name 
of Larry R. and Joanne E. Madden, is that correct? 
That's correct. 
Is that your signature down et the bottom, and the signa- 
ture of your wife? 
My wife signed for me in both places. 
Was that signed with your permission? 
Yes. 
MR. HOULIHAN: I offer G-30. 
MR. LEVY: No objection. 
(Government's Exhibit 30 marked 
in evidence.) 
Mr. Madden, when you had Mr. Medden assist you in prepar- 


ing your 1972 tax return, did you have an appointment with 


| 
| 
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him? Did you go to his office? 

Yes, sir. 

Did you bring anything with you at the time you went to 
see him? 

I brought everything that I had. 

And did you heve a worksheet or something, or just all 
your receipts? 

I just had my receipts. 

At the time that you went to see him, did he sit across 
from you and ask you questions? 

That's correct. 

And was he taking notes, then, when you responded? 

Yes, sir. 

What, if anything, did you tell him that you paid for 
health {neurance during 1972? 

I had my pay stubs with me, and on the pay stubs is a 
gross amount for medical insurance and insurance. 

What was the gross amount that you paid in 1972 that you 
told Mr. Conlin, for medical insurance? 

$266.85. 


This is medical insurance cr all insurance? 


Theat is totel insurance, because it lists it as insurance. | 


What did you pay for health insurance? 
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I didn't have it broken down at thar time. I believe in 
the aubsequent audit, it was $47, I think, that they 
allowed. 

MR. LEVY: I object to what he 

told him. 
THF COURT: J sustain the objec- 
tion. 

Did you tell Mr. Conlin that you paid $266.85 for medical 
insu.ance on that evening? 
No, not medicel, just total] insurance. 
Did he ask you what portion was for m Jical and what por- 
tion was for life? 
Not to my recollection, not spe ifically. 
In any event, did you tell him that you had over $309 in 
medical insurance? 
No, sir. 
At the time that you met with Mr. Conlin, did you have @ 
discussion regarding how many charitable contributions 
you had? 
Yes. 
And do you have a record of the amount of contr ibut fons 
that you made? 


Most of them were only a dollar and two dollar donetions 


at 
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tnat were given to variout organizations. It is difficult 
to have a receipt for every dollar vou gave. 
Did you tell him at that time that you gave $312 to St. 
Mary's Church? 
That is correct. I did. 
Did you tell him that you gave $5 to One Great Hour of 
Shar ing? 
Yee, sir. 
And did you tell him that you gave $5 to World Day of 
Prayer? 
Yee. 
Were the contributions thet appear on your tax return 
allowed? 
They were not allowed by the IRS. 

MR, LEVY: I object to whether 

they were allowed or not allowed, 
THE COURT: I will sustain the 
objection. 

Let me show you the return, and this is Government's Ex- 
hibit 30 in evidence. Did you tell him that you gave 
money to each and every one of those organizations in the 


amounts ehown? 


Either wy wife or I, th..'s correct, sir. 


—_ 


— 
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At the time that you met with Mr. Conlin, was there a con- 
versation regarding any uniforms that you ere required to 
wear as part of your duties? 

It was clothing -- not necessarily uniforms. 

What is your occupation? 

I am an Account Manager for Corning Glass Works. 

What do you do as Account Manager? 

I am responsible for all the sales and market for Zenith 
Radio in Chicago, Illinois. 

Did he have a conversation with you at the time you filled 
out your return concerning 4. clothing that you wore in 
your employment? 

Yes, sir. 

What was that conversation? 

He asked me if I did any lecturing , or if I lost any 
clothes, you know, by accident, or whatever, during working 
or did I give presentations, and I seid, "Yes, I did," 
And whet did he say about that? 

He said thet I was entitled to a clothing allowance because 
of that position and doing that sort of work. 

Had you ever hed a clothing ellowance in prior years? 

No, sir. 


Did you ask him why you would be allowed it in thet year? 
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He just said thet I wes entitled ro ir, and I should have 
been taking it, but we never discussed it before. 

I show you Schedule A -- Miscellaneous -- Line 32 on 
Covernment's Exhibit 30 marked in evidence, and it says: 

"I am required to make personal appearances for my employer. 
I meet with and entertain president, vice-president and 
managers of my employer's corporate clients. 

"I am required to give lectures, speeches and pertici- 
pete in some industrial shows. I cannot wear © e same 
clothes in the evening as worn during the day, nor on 
repetitive days in the same loceticn or with the same cus- 
tomers." 

And then it liste thirty-six shirts; four suits, 
heavyweight; three suits, Lightweight; three pairs of 
shoes; twenty peire of socks; six sets of linke; three 
tie tacs; and forty-two ties; and suitcase; preperation 
of tax fee; business subscriptions; and busine .s dues. | 

Did you tell him a1l of those amounts that you paid? 
In this discussion, Mr. Conlin led the topic of converse- | 
tion and suggested these amounts, which I agreed on. 

He suggested them, and then you agreed to them? 


Yes. 


Did you give him eny receipts for the number of shirts 
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that you purchased? 
No, because one of the problems was chat I spent three 
days a week in Chicago; consequently, doing much of my 
buying of clothing in Chicago. However, I do buy some 
in Corning, and I said it would be difficult to get those 
receipts in Chicago for all of that clothing. The clothing 
that is listed there has been purchased. 
Ie it a true statement where it says, "I cannot wear rhe 
same clothes in the evening as ‘orn during the day nor in 
repetitive days in the same location and with the same 

tomere''? 

Is thar a true statement? 

No, sir. 
In fact, your clothing consists of normal suits, such ees 
you ere wearing now? 
That's correct, 
And it can be worn any place? 
Yes. 
and it is not ea special kind of clothing required by your 
employer? 


No. 


Did you tell Mr, Conlin at the time that he filled out your 


tex return the types of clothing that you bought? 
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Yea, sir. 
And did you tell him that {it could be worn other than on 


the job? 


I don't think it was discussed that specifically. 


He didn't ask you that question? 
No, sir, I don't recall. 
MR. HOULIHAN: Thank you. 


have no further questions. 
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* * ke eK * 


DONALD MEYER, 


called as a witness by the Government, being first duly sworn, 
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testified as follows: 

DIRECT EXAMINATION | 

BY MR. HOULIBAN: | 

Q Mr. Meyer, by whom are you employed? | 

A I aw ewployed by the Internal Revenue Service. 

Q_ And in what capacity are you employed? 

A I am a Special Agent with the Intelligence Division. | 

Q What are your duties as a Special Agent in the Intelligenct 
Division? 

A As a@ Special Agent, it is my job to investigate any possi- 
bilities of criminal violations of the Internal Revenue 


laws. 


| Q Did there come a time in 1972 that you had occasion to 

interview Walter Conlin? 

| A Yes. 

iQ And in what connection was that with? 

A This was in connection with a tax investigation that we 

hed going with him at the time. 

F And whet did it concern? ! 

i A The Andover Service Center had no record of his filing | 
| 


tax returns for 1969, 1970 and 1971. 


concerning these returns? 


' 
\ Q And did you have a conversation with Mr. Conlin in 1972 | 
| 
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Yes, I did. 
And when was the first time you had the conversation with | 
him? 

The first occasion was in October of '72. 
And what, if anything, did he tell you concerning his tax | 
returns at thet time? 

At that time he ssid he would have to check his records. 
I informed him that we had no record of his filing tax 
returns, and he said that he would have to check his 
records, 

And did he make any statement to you concerning where 
those records might be? 

Not at that time, no. 

Did you have a subsequent meeting and interview with Mr. 
Conlin? 

Yes, I did. 

When was that? 

That was in November of 1972. 

And where was that meeting? 

That meeting was at our office. 


What, if anything, was seid at that time? 


This was not what we called an initial interview with the 


taxpayer, where we ask him various questions. 


eS eee 
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Were there any conversations about his 1971 tex return 
at thet time? 
Yes, there was. 
And this was in November of 1972? 
Yes. 
Do you remember the date? 
November 10th. 
At the time of your October meeting, was there any conver- 
sation concerning where his records might be? 
I don't believe there was at the October meeting. 
Was there at the November meeting? 
Yes. 
And what was thet conversation? 


Well, I asked him if his records were available, and he 


said that if they were in his office, they were available; 


however, if they were at his home, they were poss:ibly 
destroyed by the flood, 

And did he provide you with records sometime after that 
meeting? 

No, he did not. 

Did he provide you with records at that meeting? 


No. 


Did he provide you with records of his 1969 tax return? 


' Q 


A 
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Yes, he did. 
“hen vas thet? 
Thet was at the November 10th meeting. He gave me a copy 
of hts ‘69 return. 
And did he give you copies of his '70 tax return at that 
ime? 
Yes, 
And did he give you copies of hie 1971 tax return at that 
time? 
No, he did not. 
What, if anything, did he tell you concerning his 1971 
tax return? 
He said that he hadn't filed his 1971 return as yet, and 
he produced a copy of an extension that he had filed along 
with a copy of a secretary's check for approximately 
$1,500, which he sent along with the extension. 

MR, HOULIHAN: Would you mark 


this for identification? 


(Government's Exhibit 54 marked | 


for identification.) 
I show you Government's Exhibit 54 marked for identifica- : 
tion, Can you tell me what that is? 


This is Covernment Yorm 4368, which ts an Application for 
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an Automatic Extension of Time to File a U. S. Individual 


Income Tax Return for 1971. 

And there are documents attached to that? 

Yes. 

And what are they? 

One document is a copy of # Secretary's Check payable to 

the Internal Revenue Service for $1,585. 

And what is the next fora? 

This form is Government Form 2688, which is an Applicarion 

for Extension of Time to File. 

That is the third page of that Exhibit? 

Yes. 

And what is the fourth page? 

The fourth page is another Form 2688 for an Application 

for Extension of Time to File a Tax Return. 

Were each of these papers given to you by Mr. Conlin? 

Yes, they were. 

And they were given to you on November 10th, 1972? 

That's correct. 
MR, HOULIHAN: I offer G-54 
MR. LEVY: No objection. 
(Covernment's Exhibit 54 marked | 


in evidence.) 
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MR, HOULLHAN: That is all the 


£ « Le: - 
questions I have of this gentleman. 
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JANE PAYNE, 
called as a witness by the Government, being first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 
BY M’?. HOULTHAN: 


Q Mrs, Payne, where do you live? 


| A Halls Mobile Park, Painted Post. 


Q And do you know the defendant, Walter Conlin? 


Yes. 


Jane Payne for Government, Direct 
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ragoren pa -J.4i0 


~C mls CGE At Least rour, Live years. 


- how many years did he prepere your income tax return? 
~.-5t ecuout tnat cam time. 

and did he prepare your income tax return for the year 19717 
liow auch did he charge for preparing your 1971 return? 

i thiak it was $49. I am not sure. 


ilow much did he charge to prepare your 1972 return? 


One hundred and fifty-eight. 


At the time that Mr. Conlin prepared your 1972 tax return, 
iid you have a meeting with |ilm? 

Yes. 

aad was that at his office? 

Yes. 

And did you sit across from him and give him information 
that he wrote down? 

Yes. 

And did you provide him with any worksheet at that time? 


Yes. I had a worksheet and receipts. 


MR. HOULIHAN: Would you mark 


BEST GOPY AVAILABLE 
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‘Sovernment's Fxhibir 57 marked 
for identification.) 
show you Government's Exhibit 57 marked for identifica- 
tion. Is that the worksheet that you gave to Mr. Conlin? 
Yes. 
And did you have any other records with you at the time? 
I had receipts from the different banks and credit unions 
and things that I had paid bills on. 
At the time of your meeting with Mr. Conlin, did you have 
a convere: tion with him concerning the amount of medical 
insurance that you paid for 19727 
Yes. 
And how much did you tell him that you had paid in 19727 
Oh, gosh -- I can't remember any of these. I don't know. 
At the time that you spoke with Mr. Conlin concerning your} 
1972 tax return, did you have a conversation about the 
home in which you were living? 
Yes. 


Vhat was that conversation? 


I told him we had just moved back with my father, because 


my wther had died, and just before the flood, we moved 


back home, and he esked if Tt had owned the house, and I 
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said, ‘las your name on the JeeJ?" 

ud I said, "No, because it was my father's house," 
id rac was it. But I paid my back rent and half of 
he utilities and half of the taxes. 
‘id he have any conversation with you regarding the 
deductibility of any taxes that you paid? 
i dida't know I could, but he said I ¢ -uld deduct the 
caxes that I paid half of for my dad, and I didn't know 
that we could. I didn't know that you had to own the 


house in order to declare them. 


Did he know at the time that you did not own the house? 


fien be first asked me {f my name was on the deed, I said, 


just never discussed it again. 

= show you Government's Exhibit 34 merked for ident ifica- 
tion, which appears to be a 1972 tax return in the names 
of Lindbergh and Jane Payne. Is that your signature and 
the signature of your husband? 
I signed my husband's name, because he wasn't there. He 
was working, so he said, "Go ahead and sign it for me," 
so I did. 

MR. HOULIHAN: I offer Govern- 


mnt's Exhibit 34 
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MX, LEVY: { have no objection. 


ME COUNT: celved, 


(Coverrment's Exhibit 34 marked 


1 evidence.) 


G-34 marked in evidence shows taxes for real estate in the! 


enuount of $512.81, 


+ 


2 mean, 


G., yes. 


A don’ t know, 


that is what 


ts thet correct? 


it :ays here? 


And you didn't tell him that you owned the house? 


Oh, no. 


At the time you met with Mr. Conlin, did you tell him that! 


you had certain expenses for interest during the year? 


Yes. 


And 


the 


Yes. 


And 


Yes. 


And 


did you tell him that you had tnterest expense to 
Corning Glass Works Federal Credit Unton? 
My husband did. 


the City Finance Corporation? 


“Installment purcheses" in the amount of $97,127 


I don't know what that is. 


I show you Line 23 in your Itemized Deductions, and it 


says "Installment purchases, $97.12." 


Did you pay interes 
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on installment purchases of $97.127 
I A I don't know what thet is. Really, I don't understand 
| what you mean. 
| Q Did you have any credit cards in 1972, or charge accounts?! 

A Just Newberry and Rockwell, but that amounted to $5 4 month. 
TI paid ther. 


Q Five dollars « month in interest? 


A No, I mean on the bill iteelf. I mean the interest chargep 
I never bothered with from those stores. 

Q Did you tell Mr. Conlin when you met with bim that you 

had installment purchases and interest on installment 
purchases in the amount of $97.127 
Not that I can remember. 
And you hed « debt to Carson Finance? 
Yes. 
And the Corning Hospital Federal Credit Union? | 
Yes, the Credit Union. 
And the first Netionel Benk? 


Yes. 


And Lincoln Rochester? 


SS 


baer» © & & &® &@ &® &B ® 


Ko. 
And Line 24 on the bottom shows interest paid to Lincoln 


\ First Bank of Rochester $117.18, and did you tell Mr. 


on > DB » 


270 


Jane Payne for Government, Direct 
by Mr. Houlihan. 


Conlin that you paid $117.18 in interest to Lincoln First | 


Do you know where he came up with that figure? 
At one time I did have a loan there, buc that was finished 
in 1970, so I don't know where that came from. | 
On the night that you met with him, did you tell him that | 
you paid interest of $117.18 to Lincoln First Bank of | 
Rochester? | 
Ho. | 


On the night of your meet ing with Mr. Conlin, did you have) 


@ conversation concerning any contributions thet you made | 
to the church? 
Yes. 
And do you go to St. Vincent Church? 
Yes, I do. 


And how much did you tell Mr. Conlin that you gave to S$ 


tad 


Vineent Church? 
IT gave a dollar a week and then five dollars to special | 
collections when they have a special holiday. | 
Dad you tell Mr. Conlin chet you gave $208 to St. Vinceat' 
Church? 


I have to stop and figure that up at a dollar a week. i 


> 


Q 
A 
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don't know, 

A dollar a week would be fifty-two dollars? 

That is it, and when they had the special holidsys, I geve 
five dollars to that, and that wes it. 

I show you Schedule A, Line 18, Contributions, and it 


| 
} 
| 
} 
| 
sLowe St. “Vincent Church, $208, and then it has Easter 
offering, Christmas offering and Thanksgiving offering. | 


Yes. } 
| 
} 


Did you tell Mr. Conlin that you gave $208, exclusive of | 
the holiday offer tnge? | 
At the holidays that I went to, yes, but there were a | 
couple on there that I don't know what they were. I don't | 
know where they came from. | 
With regard to the speciai holidays, did you tell him how 
niuch money you gave? | 
I said $5 te each holiday. 

That would be an Easter offering, and how much did you tel 
him you gave at the Easter offering? 

Five dollars. 

And on your return it shows “Easter offering $20"? 

Yes. 

Christmas offering §57? | 


Yes, 


BEST COPY AVAILABLE 
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Thanksgiving offering $5? 

Yes. 

And it says “Lent (Six et $2.00)."" Did you give a Lenten | 
offering six times of $2 each? : 
No, 

Did you tell Mr. Conlin that you gave that? 
No. I didn't me..cion Lent. 

And Bishop Relief? 

The Bishop Relief Fund. 

How much did you give to that? 

Five dollers. 

This shows $15, does it not? 

Yes. 

And Worldwide Comaunion? 

I don't know what that is. 

Did you give $5 to Worldwide Communion? 
No, 


And World Day of Prayer? 


T°’, LEVY: Wait a minute. I 
object to what she gave -- what she told, 
Mr. Conlin is the issue. 


k will ask chat question, Did you tell Mr. Conlin that 


you g4 $5 to Worldwide Communion? 
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N94. 

Yid you tell Mr. Conlin that you gave $5 to World Dey of 
Prayer? 

"0, 

Now {t gaye "Holy days (Eight at $2.00)." Did you tell 
“, Conlin that you gave $2 on holy days other than 
Christmas? 

Just a dollar each time, if there {s a hold day. "Holy 
days" are other than Christmas and those others, the big 
days, and when I go to a special holy day, it was just «4 
dollar that I gave. 

Other than those specific offerings that you made on the 
holy daysand holidays, did you give any other money to 
St, Vineent Church? 

No. 

You gave a dollar a week to the collection? 

Yes. 

And thig retmn shows St. Vincent Church $208. Did you 
give them $2087 


Mre. Payne, on the night that you spoke to Mr. Conlin, did! 


you have any conversation with him concerning any flood 


loss that you had? 


a 


i 
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Yes. 
And referring to your worksheet, did you give this sheet 
to Mr. Conlin? 
Yes. | 
And you ultimately got it back from him? 
Yes, 
MR, HOULIHAN: I offer G-57. 
MR. LEVY: No objection. 
THE COURT: Received. 
(Government's Exhibit 57 marked 
in evidence.) 
Now your worksheet ie Government's Exhibit 57 in evidence, | 
and {t shows certain items of personal property that were 
lost as a result of the flood. Is that right? 
Yes, 
And what {s the total of that? 
$1,183. 
Did you apply for a Small Business . tministration loan? 
No. 
Thet was just ectual loss suffered? 
Yes. 
Your tax return does show loss of $1,200, does {t not, ! 


under "Personalty''? 


r+ 


zid 
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18. 
il you nave any other loss to any real property that 
you own? 


io, 

Did you own aay rea! property? 

Did you tell Mr, Conlin that you owned any reel property? 
uo. 

.as there a discussion with Mr. Conlin regarding any 
casualty loss to any real property that you own? 

wo, 

i show you Government's Exhibit 34 marked in evidence, and 
- shows under “Realty: Flood -- water six feet," and that 

you suffered a $3,059 loss. Did you suffer any loss to | 

your real property as a result of the flocds? | 
. don't kaow what you mean by "real property," but every- | 

cLing that we had -- 

THE COURT: A house or land. 

, no, because it wasn't our house, 

Did you tell Mr. Conlin at that time that you didn't own | 
the house? | 
Pot et that time. because {it wasn't brought up egain about | 


1o owned tne house. From the time, you know, in the be- 


| 
| 
| 
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ginning wnen he first asked about the house, then it was 
never discusses sgain. 


act the time that you were telking about taxes, you toid 


niu that you didn't own the house, and it wasn't broughe 


up after that? 

No. 

Did he have a discussion with you about any depreciation 
or any de-valuation of the value of the house? 

No. 

Did he ever send an appraiser tc your house to determine 
if you lost $3,00C on any house? 

No. 

Did there come a time subsequent to the filing of the 
income tax return that you had @ conversation with Mr. 
Conlin concerning your testimony in court or at an audit? 
When we got the notice that we had to come up here, that 
I hed to come here, then I called him because I didn't 
understand what it was all about, so I went over to his 
office and tried to find out what all thic was, and he 
thought that I had told him at one time that the house 
wes mine. I mean the whole thing seemed to be with the 
house, and I said that I didn't, because I would never 


say the house belonged to me. I did say st one time per- 
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hea sy farther should die, it probably would go 
ise there was nobody else. From that he night 
ive gathered that, but [ never came out and said that the 
wise was wine. 
tell you anything that you should say regarding 
x tax retura? 
just to tell therm the cruth, and that as 
T am doing. 
{4d he suggest to you at that time that you told him that 
yu owned the house? 
te said I aust have at one time told him my name was on 
the deed, but Y know I did not. 
id he say anything to you at that time regarding your 
wnory of what you told him? 


No. 


“his was just before you came up to testify befure the 


vurand jury? 
Yes. 
MR. HOULIHAN: Theat is all the 


ovestiors Y have. 
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MARY RYDER, 
called as a witness by the Government, be‘ng firet duly sworn, | 
testified as follows: 

DIRECT EXAMINATION 
BY MR, HOULIHAN: 


Q Mrs. Ryder, where do you Live? 


| A R, D, 2, Caton Center. 


During the year 1972, in preparation of your 1972 tax 
return, did you use e tax preparer to assist you in pre- 
pering your tax return? 

Yes, I did. 

Who was that? 

Walter Conlin. 

And did you use Mr. Conlin before thar? 

No, 

And did you use him efte~ that? 


No, 


79 


Mary Ryder for Government, Direct 
by Mr. Houlihan. 
Now much did you pay him to do your 1972 tax return? 
One hundred and sixty-three dollars. 
T show you Government's Exhibit 33 marked for identifica- 
tion, which pears to be a 1972 tax return named Charles 
and Mary Ryder, and the signature down at the bottom, is 
that your signature and the signature of your husbend? 
Yes. 
MR. HOULIHAN: I offez G-33. 
MR. LEVY: IL have no objection. 
THE COURT: Received, 
(Government's Exhibit 33 marked | 
in evidence.) 


MR. HOULIHAN: Would you mark 


thixz for identification? 
(Government's Exhibit 60 marked 
for identification.) 
time Mr. Conlin prepared your 1972 tax return, did | 


down to his office and have a conversation with 


sit across from the desk, and did you supply infor- 


co hin? 
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Did you also have a worksheet at that time? 


Yes, I did. 


I show you Defendant's Exhibit 6° mrited for identificatioh 
Can you tell me what that is? 
Theat {s mv worksheer. 
And you prepared this before you went to see Mr. Conlin? 
Yes, I did. 
And did you leave that with Mr. Conlin? 
Yee. 
MR. HOULIHAN: I offer Govern- 
ment's Exhibit 60. 
MR, LEVY: May I have a prelimi- 
nary ocuestion, Your Honor? 
THE COURT: Go ahead. 
VOIR DIRE EXAMINATION 
| BY MR, LEVY: 
Q Mrs. Ryder, when you prepered this return and gave it to 
Conlin, did it have these checkmarks (indicating)? 


{t did not. 


it didn't have the checkrerkse on the first page beh ind| 


items? 


some checkmarks on the second page? 
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No. 
You don't know who put those on? 


Mr. Conlin did. 


When he was asking us about them, he kept checking thes 
off. 


| 

| 

Did you see him do it? | 
| 

MR. LEVY: I have no objection. | 

THE COURT: Received, | 

(Government's Exhibit 60 marked | 

in evidence.) | 

| 

DIRECT E.' AINATION CONTINUED | 
BY MR. HOULIHAN: 
Q With regard to your '72 tax return, did you have a ebhnnien! 


sation with Mr. Conlin at the time he was preparing your 


return concerning the number of miles that you drove your 


| 
car that year? 


I believe so, yes. 

Did you tell him how many miles you drove? 

We estimated, I think, ebout twenty-seven, tweaty-eight 
thousand miles. 

Tventy-seven, twenty-eight thousand miles? 


Right. My husband has a second job. 


Did you say twenty-seven or twenty-eight thousand miles? | 


n> 2 FF LR > 
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Twenty-seven or twenty-eight, yes. 

Was that on all your cars? 

On two vehicles. 

That is all you own? 

Right. 

I show you your tax return, end under State and locel 
gasoline taxes is a deduction here of $299, is that 
correct, and thet is whet it says? 

That is whee it says, yes. 

Did you tell Mr. Conlin to pot $299 down for your State 
and local gasoline taxes? 

No, I did not. 

I show you Line 16 under "Taxes -- Building materials 
$141," seles tax on building mater{fals. Did you tell Mr. 
Conlin that you paid sales tex of $141 for building 
materials in 1972? 

No. 

Do you know whe e he got that figure? 

I have no idea. We don't own our own house. 

You don't own your own house? 

No, 


Referring to your worksheet, did you tell Mr. Conlin how 


much you spent for child care expenses’ 
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Yes, I did, 
And what did you tell him? 
For my seven-year-o.' son, I paid fifteen dollars a week 
for the ten-month school year, and for two months this 
summer, tventy-five dollars a week, 


And what was the total you told him? 


I did not tell him any total. I just told him that. 
That totals up to $880, is that correct? 

Probably. I'm not very good at figures. | 
On your 1972 tax return, the fourth page, Form 2441, chews! 
ea total of $1180. Did you tell Mr. Conlin that you paid | 
$1,180 for child care expenses during the year 19727 | 
No, I did not. 

At the time that you had Mr. Conlin prepare your income 
tex return, did you have a conv rsation about the chart- 
table contributions that you made during 19727 


Yes. | 
Did you tell Mr. Conlin that you paid $88 to the Methodtae| 
Church? | 
No, I did not. | 
How much did you tell him? | 
Fifty. 


Did you tell him that in addition to the $50 that you mede 


ed 
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a Sunday School offering of $11? 


No, I did not. 


Did 


No. 


Did you 


Did you 


Did you 


Did you 


. tell him thet you 


tell him that you 


tell him that you 


teli him chat you 


tell him that you 


tell him that you 


Sharing of $5? 


tz1ll him that you 


tell him you gave 


tell him that you 


mede e Lenten offering of $67? 


made an Easter offering of $2()’ 


made a Christmas offering of $10 


mede a Thanksgiving offering of 


made a Missions offering of $20? 


mede an offering t One Great 


gave 85 to the “orld Day of 


$10 to Worldwide Communion? 


gave $2 °> che Migrant Fund? 


a 
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and on Schedule A, Line 18 -- Contributions, shows payment 


to the Methodist Church of $88, and those figures chat 1 


just read to you, does it not? 

Yes. 

And you did not give those figures to Mr. Conlin? | 
No, I did not. | 
Do you know where those figures came from? | 
I have no idea. | 
Is that your handwriting that appears on the tax return? | 
No, it is not. 

Did you suffer any losses as a result of the flood in the 
Elmira-Corning area in 19727 

Just personal loss, yes, the basement. 
And did you add up @ totel of the amount that you lost? | 
Yes. I did. | 
And what did you tell Mr. Conlin that you lost as s result 
of the flood? 

Personal property damage, $1,532 >1. 

$1,527*.61? 

Right. 

And that appears right on your worksheet? 

Right. 


And that worksheet you gave to Mr. Conlin? 


———— aia bial 
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Right. 
Did you apply for a loan with the Small Business Adminis- 


tration? 


Yes, I did. 
And did you receive the loan? 
Yes. 

What was the amount of that loan that you received? 
Thirteen hundred dollars. 

And did you tell Mr. Conlin that you received the thirteen 
hundred dollar loan? 

Yes. | 
And does that appear on your worksheet? 

Yes. 

| 


{ 


Does it show that it was already paid to you? 

Yes. 

At the time that Mr. Conlin prepared your tax return, did 
you have any discussion concerning your loss to personal 
property with Mr. Conlin? 
Not that I remember. 

I show you Covernmert's Exhibit 33 marked in evivence, 
your 1972 tax return, and the Form 4684 labeled “Casualttie 


| 
| 
| 
p 


and Thefts," and tt shows that in the flood you lost per- 


sonal proverty with the value before the flood of $3,380.08 


| 
\ 
| 


> 
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Did you tell Mr. Conlin that you lost personal property 
valued in that amount? 
0, 
Jo you know ~here that figure came from? 
i have no idea. 
Did you discuss it with him at that time? 
Not those figures, no. 
Not those figures? 
No. 
Just the fifteen hundred dollar figure? 
Right. 
MR. LEVY: I object to if as 


leading. 


THE COURT: Objection is overruled, 


You went to him to see him one night, did you not? 

Right. 

Did you talk to him between that night and the time that 
you signed the return, or did you sign the return that 
night? 

T can't say for sure. I don't remember. I came back and 
got papers a week later, something Like that. 

Vou -ame back and got it a week later? 


Yes. 


> 2 >} 2 > 
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This was your tax return, which is dated March 26, 19737? 


Right. 


Your conversstion with him would have been about a week 
before that, is thet right? 

I believe so. I can't remember che date. 

When you went to sign che return, did you talk to Mr. 
Conlin? 

No. 

And this shows that you had refunded to you $1,902.21, is 


that correct? 


Yes. 
Did you receive a refund in that amount? 
Yes. 
What did you do with it when you got the check? 


I put it in the bank, 


| 
| 
| 
MR. LEVY: I object. 
THE COURT: Objection is overruled. 
Why did you put it in the bank? | 
MR, LEVY: I object to that, | 


Your Honor. 
THE COURT: Objection is po 
| 
You may enewer. 


Because we didn't feel that ve °*/ gctten that much money 


9R9G 
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oak, We never did before, so we thought we better save ir. 
THE COURT: You what? 

Ve fust thought we better save it. 

Because you had never gotten that much before? 

Right. 

9 you have any training in prepering tex returns? | 

i do not. | 


| 


Subsequent to the preparation of this tex return for 1972, 
did there come a time that the Internal Revenue Service 
begar. to investigate your return and Mr. Conlin? 

Yes. 


And at that time did you have a communication with Mr. 


| 
| 
| 
| 


Conlin? 


He called one time, yes, 


4nd would you please tell us what was said? He called up, | 
is that righe? 

Yes. He wanted us to come to his office to talk about our 
income tax. | 
Did you go to his office? 

Yes. 

“hat, if anything, wae said et that time? 

I don't remember everything that was seid, but we got the 


impression that it was us that was being investigated. 
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And did he tell you anything to say? 
‘He just told us to agree with everything that was on our 
tex papers, and there wouldn't be any probleas. 
And there wouldn't be any problems? 
Yes. 
Did you tell him st that time that you didn't agree with 
everything that was on your tex return? 


I just don't remember what was said. 


Did you go over your tax return at that time with Mr. 
Conlin? 

I don’t thick we did, no. 

At the time that you went to his office? 

No, we did not. 


Did you go «er your tax return during the investigation 


Yes, we did. 
And whet did you find? 
We found all these things that was not on our worksheet, 


that we had never said. 


~_* ae 


yourself? 
| 
| 
| 


M.. LEVY: I object to what wis 
found. 
THE COURT: Objection is pene % 


You were called to ap wir before the U.tted States Grand | 


} 
| 
| 
| 
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Jucy, were you not, in September of 19747 

Yes. 

Prior to the time that you appeared, did you receive a 
call from Mr. Conlin? 
Yes. I think one Sunday night I got a call. 
Wheat, if anything, did he say to you at that time? 

He wanted us to meet with him and his lawyer so they could 
tell us whet we should say and not to say, and I refused. | 


You did not see him at that time? 


I did not. 

Did Mr. Conlin sey anything about that, shout your refusing 
to talk to him? | 
He just didn't like it wry well. | 


MR. HOULIBAN: That is all the 


questions I have. 


s**s* *# e& & * 
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Rochester, New York 
Tuesday, March 30, 1976 


2:00 P.M, 


MRS. RICHARDEAMW WENDERLICH, 
called as a witness by the Gowrrnment, being first duly sworn, 
teetified as follows: 

DIRECT EXAMIMATION 
BY MR. HOULIBAR: 


2 


Mrs. Wenderlich, where do you live? 

386 Victoria Highway, Painted Post, New York. 
Do you know the defendant, Walter Conlin? 
Yee, I do, 

And did he prepere your tax returns for 19727 
Yes. 

And did he prepere your tax returns for 1973? 


Yes. 


a 
Q 
a 
G 
| A 
| Q 
A 
Q 


I show you Government's Exhibit 37 marked for ‘dentifica- 
tion, which eppears to be a 1972 tax return signed with 
your name, Is thet your signature? 

Yes. 


I show you Government's Exhibit 38 marked for ident ifica- 
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tion, which ts a 1973 income tax return signed with your 
name. Did you sign that? 
A Yes. 
MR, HOULTHAN: I offer G-37 and 
G-38 in evidence. 
MR. LEVY: Wo objection. 
THE COURT: Received, 
(Government's Exhibits 37 and 
38 marked in evidence.) 
Mre. Wenderlich, did you go to Mr. Conlin for the first 
time in 1973 to prepare your 1972 tax return? 


Yes, I did. 


And why did you go to Mr. Conlin? 
Well, for one thing I didn't know how tc fill it out my- 
self because I had lost a vehicle in the flood. Someone 


had told me that he could save me as much as it cost me 


MR. LEVY: I object to what some- 
body told her. 


in taxes to pay hia. | 


THE COURT: I sustain the objec- 
tion. 
Did you have a conversation with Mr. Conlin concerning 


thet perticular stetement? 


94 
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Yes. 
Vat did he tell you? 
Re told me he could save me enough to pay his costs and | 
taxes. | 
In 1972 how .wuch did he charge you to do your tax return? | 
$233. | 
And in 1973 what was the charge to prepare thac tax return? 
$123. | 
Do you have a business, Mrs. Wender lich? | 
Yes, I do. 
Whee ie thet business? 


I operete a retail flower shop. 


Q 
A 
q 
A 
Q 
A 
Q 
A 
Q 


And in addition to that, do you also grow flowers, or did 
you grow flowers? | 
We did, yes. 

Aad thet was in 19727 

Yes. 

And you had a greenhouse and furnaces that are required 
thet business, ie that right? 

Yes. 

In addition to that, did you have other incom? sy 


Yes. Thad interest {ncome and I slso drive a school bus.| 


And you went to Mr. Conlin in 1973, I presume, for your 
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1972 tax return? 
Yes. 
Did you bring anything with you when you wot to talk with) 
him? 
Yes. I took my 1971 forms end I rook wy W-2's ad ny forms 
from the bank for the interest. 

MR. HOULIHAN: Would you mark 

this for identification? 
(Government's Exhibit 61 marked 


for tdentification.) 


I show you Government's Exhibit 61 marked for identifice- | 


tion, which appears to be e 1971 tax return signed with 
your name, Did you bring thet with you to Mr. Conlin? 
Yes, I did, 

Did he use that to prepare your 1972 return? 

Yes, he did. 

Did you leave it with him at the time? 

I don't remember whether I left it or ‘e copied the 
figures and gave it back to me. 

But you had this return with you at the time? 

Yes. 

And did you also bring one of th. @ books with you? 


Yes. 


> 2 


> 2 
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And which book is that? 
Both a "Paid-Out Journal" and a "Cash-In Journal." This 
is @ Cash-In Journal, and this is the Paid-Out Journal. 
These are both for 19727 
Yes. 
MR, HOULIHAN: Would you mark 
these for tdentification? 
(Government's Exhibits 62 and 
63 marked for identification.) 
G-62 and G-63 were books that you brought with you along 
with your 1971 tax return of Mr. Conlin, and did you als- 
bring other documents with you? 
My W2's. 
And did you bring any receipts for interest expe:.«s or 
in*erest received? 
Yes. 
When he was filling out vour 1972 tax return, did he sit 
across from you and did you provide him with information? 
Yes, 
Whet did he do? 
I cead the figures to him. I had the monthly totals for 


cash income and the monthly totals for paid out, and I 


read thea to him, and he added them for the year, the 


297 


Testimony of Mrs. Richardean Wenderlich. 
totals, 
That was the summary, is that right? 
Yes, 
And he prepared that? 
Yes. 
From the figures that you read to him? 
Right. | 
At the time that you went to see Mr. Conlin for your | 
1972 tax return, did you have any conversitions about any 
lose that you suffered as a result of the flood? | 
Yes. 
And would you tell the members of the jury what that con- | 
versation was? 
He asked me what I had lost in the flood, and I told him 
I had lost my truck, but {t wasn't at my residence. It | 
| 


wan down in the City of Corning, and I did lose my truck 


but for the property damage at a residence end a business 


we only had water on the floor. 


Did you have a discussion with him about the type of weter| 
that you had? | 
Yes. 

WVnat did you tell him about water that came in? 


I told him the water thet was in the best buildings which 
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are 411 above ground was flooded. There wae four to six 
inches, but the water in *he house, we had around three 
feet was surface water. 

How did you determine that it wes surface water? 
Because it was clean. It come through the wells. 

Did you have « discussion with him at that time about 
water that yeu have on your property at times of heavy 
rein? 

Yes. + 


And whut did you tell him about that? 


in & heavy rainstora.” 
Where is your place of business in relationship to your 


residence? 


I told him, “We have aimost that much water on the floor | 
| 


It i# connected to it. 
It is the same place? | 
They are separate buildings, but there ere doorways there 
connect ing the erebitiatee, and the house is connected by 
about ten inches of wall space. The other buildings are 
built right onto eech other. 

Did you suffer any personal property damage as a result 


of the flood? 


| 
| 
| 
Some, yes -- what we had stored in the cellar. 
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And did you teli Mr. Conlin how much you hed suffered, how 
much damage you had suffered? | 
I told him what had been in the cellar. He estimated che | 
value of it. 
What was that value? 
I can't remember. 
MR. LEVY: I object to that, 
Your Honor. 
TIE COURT: The objection is 
overruled, 
Did you tell him how much damage you had suffered? Hew 
much was that? 
I can't remember the dollsr value. 
I show you your 1972 tax return under "Casurzities and 
Thefzs," Form No, 4684, attached to Government's Exhibit 
37 in evidence, and it has got "Description of property -- 


Personalty,” and it says here you lost $1,442 in personal | 


property as a result of the flood. Did you tell Mr. ie 


that you lost that amount of money? 
No, | 
Personalty? | 
Those are his figures, his estimate of what it was worth. | 


Did you have a discussion with him, in addit{fon to what 
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you have already told us, about damage to your real prop- 
erty, to your buildings end land? 


Yes. 
And what was thet conversation? 
I told him thet we had no loss, becouse if we had a loss, ! 
I would have a SBA loan. We only had damage, water damage, 
BR. LEVY: I object unlese she | 
told him -- 
THE COURT: I will sustain the 
objection. } 
Did you tell Mr. Conlin that you did not apply for a 
See.l Business Administration loan? | 
ree. | 
Did you tell him the reason you didn't apply for one? ! 
Yes. 
What was that reason? 
We didn'e lose anything. 
What, if anything, did he say after you tol« him that? 
He told me that the buildings were velue! at a certain 
emount the day before the flood, and they were valued at 
a lover amount the day after the flood, and that we were 


entitled to cali the difference s depreciation in value. 


I show you your tax return, and under "Casualties and 


| 
| 
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Thefts," Form No. 4684, attached tc Government's Exhibit 
37, under "Real Property,” it says: "Value before 
casualty, $34,500. Value after casualty, $25,000," a loss 
of $9,500, Did you suffer $9,500 worth of damage to your 
real property? 

No. 

Did you tell Mr. Conlin that you suffered $9,500 worth of 
demage to your real property? 

No, I didn't. 

What did you tell him with regard to any domage that you 
suffered? 

I told him we hed water damage, that things hed to be 
cleaned, that there wes aud, but there was nothing lost. 
Who provided the figure of 69,5007 

Mr. Conlin. 

Did you go over depreciation of your business property 
with Mr, Conlin in preparing your 1972 .ax return? 

Yes. 

And was reference made at that time to your 1971 tex ree 
turn? 

Yes. 


Your 1971 tax return was prepared by whom? 
H & R Block. 
| 
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| 


And the figures that Mr. Conlin used were copied off this | 
1971 return? 


I handed him that, and he copied the depreciation schedule 


off. 


MR. HOULIHAN: I offer Exhibit 


G-61 in evidence. 


MR. LEVY: No objecticn. 


(Government's Exhibit 61 aarked 


in evidence.) 
Mrs. Wenderlich, eccording to the 1971 tax return, you ‘ 4, 
& greenhouse that was acquired in 1959 at a cost of | 
$4,250 and had been depreciated from that dete a.. the | 
way through to 1971, is thet correct? | 
Yes. | 
On your 1972 tax return prepared by “r. Conlin, it shows | 
@ greenhouse, does it not? 
Yes. 
And the date acquired 1959? 
Yes. | 
And the cost basis $4,250, that is accurate, ien't it? | 
Yes. 
And the "Basis Regained,” that was the smount of deprecia-| 


tion that you took in prior years: 


: 
| 
| 
| 
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Yes. 
«ad tt hes the notation, “Lost in 6-23-72 Flood." Is “ 
in your handwriting? | 
No. | 
Do you know whose handwriting that is? 

Mr. Conlin's, | 
Was the greenhouse lost in the 1972 flood? | 
No. | 
And he wrote off $1,417 that year, is that correct? 

Yes. 

In 1960 you had improvements on the greenhouse at a cost | 
of $4,839, is that correct? | 
Yes. 

And he took depreciation for that since 1960 and al the 
way through until 1971, is that correct? 


Yes. | 


On your 1972 tax return prepared by Mr. Conlin, it shows 

improvemerts in 1960 of a cost of $4,839, is that correct? 
(No response. ) | 
On your 1971 tax return it shows $4,830? | 
It looks like it. 
So it {is just a nine dollar difference. | 


In any event, then it shows "Basis Regained, and this 
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was the amount of depreciation you took in prior years, 
$2,871. And then underneath that, it shows that it was 
lost in the flood, is that correct? 

Yes. | 
And the balance of $1,965 was written off that year, is 


that correct? 


Yes. 

Did you lose the improvements in the flood? 

Ro 

In 1963 you buile « bridel consulting room to your green- | 
—_ onto your business et # cost of $2 716, is that | 
correct? | 
Yes. | 
And you took deprectation since 1963 on that itn the amount, 
of $1,630? | 
Yes. 


And there is an indication on your 1972 tax return that 


Yes. 
Did you lose it in the flood? 


| 
| 
that was lost in the flood, is chet correct? 
Mo. 


} 


And the balance of depreciation of $1,096 was written off 


that year, is that correct? 


| 
| 
| 
| 
| 


| 


SS 
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‘Yes. 
how in 1965 you purchased a truck, did you not? 


Yes. 


And the purchase price of that truck was $2,550? 
Yes. 

And according to your ‘972 tax return, in prior years you 
took out $2,040 in depreciation, and the next notation ‘a 
that it was lost in the flood. Was the truck that you 


purchased in 1965 lost in the flood? 


| 
| 
| 
No, we didn't own it then. It wasn't even deprecisted te | 
1970 and 1971. | 
Now you are referring to your 1971 tax return? | 
Yes. 
And that shows the truck purchased in 1965? 

Completely depreciated in ‘69, and we didn't even own it | 
in '70 or ‘71. | 
MR, LEVY: Your Honor, I object | 
to what she owned. The question is vned 
she told Mr. Conlin in regard to all | 

these items, It isn't what the actual 
facts were. All these questions ere | 
~ being asked in regard to the actual tacts, 


which ere inmaterial. The question really 


SS 
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is what she told Mr. Conlin in regard to 
every one of these items. 
THE COURT: He is merely laying | 
the basis for that. j 


Obtection is overruled. 


Five hundred and ten dollars was written off in 1972 on 
that truck, was it not? 
Yes. 
Now in 1967 you purchased “Comet Equipment." 
THE COURT: Don't leave it there, 
You already asxed her about the truck, 


| 
and you haven't esked her what she told | 


Conl | 
Did you tell Mr. Conlin that you owned that truck in 1972? 
to. ) 
You did cell him that you lost that truck in the flcod in 
1972? 


No. I showed him ay H & R Block depreciation schedule, 


1970 and 1971, which left zero. 
So in '69 the balance of the depreciation on the truck 
was taken, and then there was nothing depreciated in 1970 


| 
| 
and it is listed on there es fully depreciated in 1969, | 
| 
| 
and noth‘ng depreciated in 19717 | 

| 

' 


A 
Q 
A 
Q 
A 
c 
A 
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That's right. 
On your 1972 tax return, it shows you purchased Comet 
Equipment in 19677? 
A "Comet" is a car. 
In 19677 
Yes. 
For $2087 
$205. 
$2057 
Yes. 
There wae depreciation takzn in prior years of $154, is 
that correct? 
That is what he hes on there, yec. 
Then it says here it was lost in the flood in June of 1972, 
ie that correct? 
Tnat is what it says on there, yes. 
Then a balance of $51 was written off that year? 
Yes. 
Did you tell Mr. Conlin that you lost the Comet in the 
flood? 
No, 
Did you own the Comet in 1972? 


No. We disposed of the Comet in '69, and it shows on ay 


a= se Ee ee oe ee ee ee 
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| 
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H & K& Block Stetement of Depreciation that it was fully 
depreciated ‘., ‘69, '79 and '71, and both columns sere 
blank, no depreciation taken in ‘70 or ‘71 because we 
didn't own it then. 

I call your attention to the next item. On August lst of 
1969 you purchased a Ford wagon for $3,025, is thet what 
thet shows? 

Yes. 

And did you purchase a Ford at that time? 

Yes. 

For how much monev? 

$3,025. 

Aad this shows that it wes depreciated in prior years in 
the amount of $1,216? 

Yes. 

And that it waa lost in the flood? 

Yes. 

Was that Ford wagon lost in the flood? 

No. 

Did you teli Mr. Conlin that you lost the Ford wagon in 
the flood? 

No. 


And he wrote off $1,762 for that year, is that correct? 


ee 
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Yes. 
In 1971, in October, you remodeled the boiler room, is 
thet correct? 
Yes. 
And that cost $7977 
Yes. 
In pr‘or y ‘rs you took depreciation, eccording to your 
‘72 return, of $13, ise that correct? 
Yes. 
And then there is « notetion efter that "Lost in 6-23-72 
flood."" Wae thet remodeling to that boiler room lost in 
the flood of 19727 | 
No. 
Did you tell Mr. Conlin that you lost the boiler room 
remodeling as a rerult of the flood? 
No. 
And he wrote off $684 that year, is chat correct? 
Tes. 
And in May of 1971 you show a furnace in the amount of 
$874. It was purchased, is that correct? 
Yes. 
In prior years {t shows that you had taken depreciation 
in ts: arount of $517 


Yes, 
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And che next notetion was that it was lost in the flood. 
Did you lose that furnace in the flood in 19727 
No. 


Did you tell Mr. Conlin that you loet the furance in the 


flood in 19727 


No. 
You wrote off the balance c. Jepceciation of $822, is that! 
correct? 
Yes. 

In January of 1972 it shows "Cipoocards” that were pur- 
chased for your business in the amount of $317.51, is 
thet correct? 

Yes. 

And you didn't take any depreciation in prior years be- 
cause you just did it in 19727 

Yes. 
And the next notation is that it was lost in the flood of 
1972. Did you, in fact, lose the cupboards in the flood 
of 19727 

No. 

Did you tell Mr. Conlin that you lost the cupboards in 
the flood of 1972? 


' 
| 
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You wrote off $317.51 that year, didn'* you? 

Yes. 

Was a table purchased tn January of 1972 ‘n the amount 
of $9,017 

There was. 

Did you purchase that table in 19727 

Yes. 

And there was no prior deprectatton because it “ws pur- 
chased in '72, and then the «>t notation was that it 
was lost {1 the flood, Did you lose that table in the 
flood in 1972? 

No, 

And the balance, or the total price of $90.01 wes taken 
ae a write-off that veer? 

Yes. 

Now ekippine down to rhe next one, to July 26, 1972, you 
purchased a new truck ier > '71.95. Did you purchase a 
new truck on July 26, 1972? 

Yes. 

That was written off at thirty-three and a third on the 
tax return, thirty-three and a third per cent, which is 
base} on a three-year depreciation, is that right? 


Yes. 


'D 
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And that {s a proper write-off? 

Yes. 

Did yuu buy a troeck fn 1972 that was lost in the flood? 
Yes, April 29, 1972, we boushr a new truck, and two months 
later lost it in the flood. 

Is that truck shown on your depreciation schedule, the 
new truck purchased in April of 1972? 

No. 

Was that truck covered by {nsurance? | 
Yes, it was. 

Was it frlly covered vy {!nsurance? 

No, $100 deductible. 

Did you tell Mr. Conlin alovt that at that time? 

Yee. 

Did you purchase two new trucks in 1972, one in April | 


and one in July? 


Yes. 

And you purchased the one {in July with the tnsurance 
money that you sot from the one that was destroyed by 
the flood? 

Yes. 

I call yovrr attention to “he Prefit {or Loss) Statement, 


Schedule C, on your 1972 tax return, Covernment's 
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Exhibit 37 marked in evidence, and it shows here a business 
expense that you had, “Business miles ~-- daily, pick-up 

and all business errands," and that you had a total mile- 
age of 32,418 miles, is that correct? 

Yes. 

And 15,000 of those miles were expensed out at twelve ats 
per mile for a total amount of $1,800; and 17,418 miles — 
were expensed out at nine cents per mile for an expense 
deduction of $1,567.62, is that correct? | 
Yes. 


Other than the trucks that appear on your depreciation 


schedule, did you use any other trucks or vehicles in your 
business? | 
No. 

And the truck was depreciated on the schedule, is that 
correct? 

Yes. 

And in addition to that, business mileage was taken, ‘5 
that correct? 

Yes. 

And did you question Mr. Conlin about that? | 
Mr. Conlin told me we could “— either way, that we could | 


keep tract of our actual cash expenses, or we could figure 


on > © >? 


702 


314 
Testimony of Mrs. Richardean Wenderlich. 

mileage. I didn't realize he did t th. 
He told you that you could use either, and he did both, is 
thet correct? 
Yes. 
At the time that you signed this tax return, was that somer 
time after you spoke with Mr. Conlin, and he went over 
your books and records? 
Yes. 
And did you go over each item in the return at that time? 
No. 
At the time that you signed the return, did you have a 
discussion with him regarding the casualty loss of $9,500 
that appeared on your 1972 tax return? 
Ro, we didn't discuss it. 


On the night that he was preparing your return, you did 


question him concerning the $9,500 loss as well as the 
items on the depreciation schedule that were claimed here 
that were lost in the flood, and was there any conversation 
with Mr. Conlin about that? 

Not on the depreciation schedule, but on the casualty loss, 
there was a discussion. 

Did you notice the depreciation schedule? 


Wo. I'm sorry -- I didn't even read it. I just signed it 
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when he gave it to me and mailed if in. 

What was the discussion with regard to the $9,500 in 
casualty loss to your realty? 

He explained it to me that as the property was worth 
$9,000 lese the day after the flood than it was the day 
before the flood, that we were entitled to claim a casualty 
loss. 

Did he provide that figure to you, $9,500? 

Yes. 

At that time did he have an appraisal of your property? 
No. 

At any time prior to the filing of your 1972 tax return, 
did you have an appraisal on the property? 

No, 


This is prior to filing of your '72 tax return? 


Not from Mr. Conlin, no. We have had our business appraised 


before, but -- 

Was it anything in regard to the loess, ormy de-valuation, 
or anything that had to do with the flood? 

No. 

Did you kr at the time that you signed this return that 
you had claimed a loss to your real property of $9,500? 


Yes. 
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Did you know that you didn't have any damage to your 
property as e result of the floods? 

Yes. 

Did you ask Mr. Conlin about that? 

Yes. 

What did he tell you? 

That the property had depreciated that such in value be- | 
cause of the flood. 
Do you have my tex training? | 


After preparing your 1972 tax return, did Mr. Conlin ake | 


any statement to you regarding that tex return or any tax 
shelter? 
Yes. 

What was thet statement? 

When he was all finished with ir, he told me he had built 
an $8,000 tax shelter. ‘That is what he called it. He 
said that I would have to earn more than $8,000 in 1973 
before I would be liable for any income tax. 

And did he explain to you what the tex shelter wes? 

No. 

In preparing your 1971 tax return, how much did it cost 


you to have that return prepared? 
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Fifteen dollars. 
Now in 1973 did Mr. Conlin prepare your income tax return? 
For 1973? 
Excuse me -- in 1974 did he prepare your income tax return 
for 19737 
Yes, he did. 
And you previously identified Government's Exhibit 38 in 
evidence as your 1973 tax return? 
Yes. 
And did you give Mr. Conlin any records st the time that 
he was preparing your 1973 tax return? 
Yes. 
And what records did you give him? 
I had wy 1972 end I hed my W-2's and my forms frow the 
bank for the interest incom. 
Did you also have this book that is here (indicat ing)? 
Yes. 

MR. HOULIHAN: Would you mark 

this for identificetion? 
(Government's Exhibit 64 marked 


for identification.) 


| 
| 


Mre. Wenderlich, in 1974 when you went to Mr. Conlin to | 


prepere your 1973 tex return, you brought Government's 


318 


Testimony of Mrs. Richardean Wenderlich. 


is that correct? 


Fxhibit 64 with you, 

Yes. 

Did you do anything this year different from what you did 

the year before? 

| A Yes. I did the sumaesry wyself. 

Q So in 1972 he prepared the summary from the figures that 

you gave him? 

| a Yes. 

Q Then this year for preperation of your 1973 return, you 
prepered the summery? 

_ A Yes. 

i) Q Did you sit across from him and give him those figures? 

A Wo. I gave him the book, and he copied the figures out 


i of it this yeer, 1973. He copied the figures out of it. 


oe 


Would you find the page with the summery in there? 
A (Witness complies.) 
\ (Pause in the proceedings.) 
Q Did Mr. Conlin go over each of these figures the night 
that he prepered your 1973 tax return? 
| A He just copied them out of the book. He has marked each 
i total where he copied it out with his pencti. 
} Q are there pencil marks at the bottom? 


Yes. 


Q 
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And it is under each total? 

Yes. 

Can you tell me what your gross receipts were for 1973? 
Fifty-four thousand sowe dollars. There sre two figures 
here that have to be added together to get that figure. 
Give me those figures? 

$29,277.98 and $24,986.50. That ia the total of $54,264.48. 


I show you your 1973 income t»x return, under Schedule C, 


Profit (or Loss) from Business o Profession, Total Gross | 


Sales, and it shows $45,768.46, is that correct? 
Yes. 
And did you tell Mr. Conlin that you only made $45, 768.46-- 

MR. LEVY: I object to the word) 
"only." 

THE COURT: She didn't say she 
made that much. She said that was the 
groes sales. 

MR, HOULIHAN: Yes. 

MR. LEVI: And I objected to the 
word "only." 

THE COURT: The objection is 
overruled. 


Did you tell him thet you made $45 , 768.467 


> 
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THE COURT: She didn't tell him 
she made anything. She said "gross 
sales." 

Did you tell him you had gross sales in the amount of 
$45 , 768.467 
Wo. 


Now the two figures that you gave me that had to be added 


together, they appear on the summary sheet that you pre- 
pered? | 
Yes. 
And just below that there is some writing? 
Yes. 
And who put that writing in? 
Mr. Conlin. 
MR. HOULIHAN: I offer G-64 in 
evidence. 
MR. LEVY: Wo objection. 
(Government's Exhibit 64 marked 


in evidence.) 


Q According to yeur records, Government's Exhibit 64, which 


Mr. Conlin hed, it shows thet your gross receipts froa 


the business sre understated on your 1973 tex retura? 


| 
} 
| 
| 
| 
} 
| 


MR. LEVY: I object to that 
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conc lusion, 
THE COURT: I will sustain the 
objection. 
You had total gross receipts of $54,264.48, which {s the 
addition of the two figures thet you read to me, and the 
gross receipte she 1 on your ‘73 tax return is $45, 768.46, 
ie that right? 


Yes. 


Ac the time that you had Mr. Conlin prepare your 1973 tex, 


return, did you present to him forms covering interest 
that you received on bank accounts? 
Yes. 
Did you tell him that you had interest receiv.4 from the 
Internal Revenue Service of $11.88? 
I geve him all the slips. I don't remember reading the 
figures off to him, but I handed him the slips thet I had! 
saved. 
Do you have those slips with you? 
Yes. 

MR. HOULIHAN: Would you merk 

this for identification? 
(Government's Exhibit 65 marked 


for idenrificet ion.) 
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I show you Government's Exhibit 65 marked for itdentifica- 
tion. Does that represent all of the interest incom 
documents that you gave to Mr. Conlin? 

Yes. 

Did you, in fact, give these to him? 

Yes. 

And that wes for preparing your 1973 tax return? 

Yes. 

Do you have an item in there showing interest from Central 
Trust Company in the amount of $337.50? 

Yes. 

Do you have an item in there showing interest from Centrel 
Trust Company of $64.38? 

Yes. 

Do you have an item in there showing interest from Central 
Trust Compeny of $7807 


Yes. 


Do you have an item in there showing interest from Central 


Trust Company in the amount of $1.09? 

Yes. 

Do you heve an item in there showing interest from Ingersoll 
Credit Union in the amount of $11.80? 


Yes. 


t- 
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Do you have an item in there showlig interest income from 
Nationwide Insurance {n the amount of $7.25? 
Yes. 
Do you have an item in there showing interest income 
from the Internal Revenue Service in the amount of $11.88? 
Yes. 
If my totals are accurate, that comes out to $1,214.41. 
I show you your 1973 income tax return, Page 1, and this 
is Government's Exhibit 38 marked in evidence, under 
Line 11, Interest Income, and whet does that show? 
$880.15. 
Did you tell Mr. Conlin that you only received $880.15? 
No, I didn't. 
Did you give him all of the items that appear on Govern- 
ment's Exhibit 65? 
Yes. 

MR. HOULIHAN: I offer G-65 

into evidence. 
MR. LEVY: May I have e@ prelimt-+ 
nary question, Your Honor? 


THE COURT: Yes. 


VOIR DIRE EXAMINATION 


BY MR. LEVY: 


% 


You had three seperate accounts in the Centrel Trust 
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Company? 
During the yesr, yes. 
And you received interest from the three separate eccounts? 
Yee. 
And one of these accounts, was that money that you were 
saving for your children? 
No. It is to settle their father's estere, yes, if that 
ie what you meen. 
Did you tell Mr. Conlin that one of these accounts was 
the children's money to settle the estate? 
Ho. It is not their money. 
Do you give it to them to settle the estate? 
No. 
MR. LEVY: I have no objection, 
Your Honor. 
THE COURT: It is received. 
(Government's F bibic 65 marked 
in evidence.) 
Each of these accounts are held {n your name, is thet 
correct? 
Yes. 


And you purchased certificates of deposit, is that correct? 


Yes. 
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And those are purchased periodically through the year? 

In that year they were. One was turned in, and another 
one bought. 

Referring to your depreciation schedule for 1973, and 
thie is Government's Exhibit 38 in evidence, it shows or 
your 1973 return thet on October 26, 1970, you ecquired 
@ greenhouse, boiler and building {n the amount of 
$13,476. Did you acquire # greenhouse, boiler and build- 
ing on October 26, 1970, for $13,476? 

No. 

Did you scquire any buildings on October 26 70, in eny 
amount of money? 

No, 

Did you tell Mr. Conlin thet you ecquired any property 
on October 26, 1970, in connection with your business? 
No. 

Do you know where the figure $13,476 came from? 

If you add all the buildings * said I lost from the 


flood, that is what it comes to. 


Did he discuss that with you et the time you were prepar- 


ing your 1973 rex return? 
No. 


In 1972 you cleim you lost a greenhouse in the flood, and 
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ig 1973 the greenhouse is back on there, is that correct? 
Yes. 

And the original cost of the greenhouse wis $4,250? 

Yes. 

Then you had improvements onto that of $4,839? 

Yes. 

And « bridal consulting room of $2,716? 

Yes. | 
And e remodeled boiler room of $797? 

Yes. 

And a furaace of $8747 

Yes. 

And those were all claimed on your 1972 tax return as 
being lost in the flood, is that right? 

Yes. 

Wow if you add those totals together, would that come out | 
to $13,476? 
Yes. 

Did Mr. Conlin have your 1972 tax return at the time chat | 
he prepared your 1973 tax return? | 


Yes. 


On your 1973 tax return, this shows that you purchased a 


truck in March of 1972, is that right? 
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Yes. We paid for it in April, though. We probably pur- | 


chased it in March, 

tiow this is on your 1973 tax return? 

Yes. 

And it shows that it was depreciated in prior years, 
$376.88? 

(No response.) 

Let me refer you to the 1972 tax return, which shows a 
new truck and a depreciation of $376.88 (indicating). 
Yes. 

And that shows that it was purchased for $3,391.95, is 
that right? 

But that date was July. That is why I was confused. On | 
this truck here, it looks like it was in March, and this 
one is listed as March, and that one it is listed as 
July. We did purchase one in March of '72 and in July 
of ‘72. 

Now the one that was purchased in March of 1972 was lost 
in the flood, is that right? 

Yes, two months later, right. 

And you were fully reimbursed by the insurance compeny? 
Yes, but the one in July could have been depreciated. 


And that is not shown on here? 
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No. 

Except as a truck that was purchased in March? 
Right. 

But it is the same price? 


The seme price. 


On your 1973 tax return, this shows that you drove business 


miles of 4,718 miles on your personal car. Did you tell 
Mr. Conlin that you drove your personal car 4,718 miles 
for use in your business? 

No. I don't have a car. I only have the one truck. 

And that is the truck that was depreciated up above? 
Yes, and unless he meant thet we used the one truck for 
personal business, but we don't own two cars. 

If you used thet truck only pertly for business and partly 
for personal use, would you deduct as a business expense 
the pert that you use for personal use? 

No. 

And that ie what that shows, does it not? 

Yes. 

And it also lebels it as "Personal Car"? 

Yes. 

Is thet in your handwriting? 


No. 


\ 
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Is this whole schedule in your handwriting? 

No, 

Is any part of it? 

No. 

Whose handwriting is that? 

Mr. Conlin's. 

Mrs. Wenderlich, at the time you had Mr. Conlin prepare 
your 1972 and 1973 tax returns, were you aware of the 
tax laws and tax rules? 

No. Some of them, but not all of them. 

Did there come a time that your income tax returns were 
audited by the Internal Revenue Service? 

Yes, 

And did you go to Mr. Conlin at that time? 

Yes. 

And what, if anything, did he tell you at that time? 
There were certain papers that he had me bring down to 
fill out, and he told me that he would come with me when 
the Internal Revenue man came to audit us. 

Was there any talk at that time with regard to any of the 
figures that appear on your tax return? 

No. He said he would explain them, except fur the 


dependents. Now the Internal Revenue questioned us on 


the 
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number of dependents he claimed, and we had to fill 
e sheet for each dependent. 


did you do that? 


. Conlin did them, yes. 


at the time that the audit was being conducted, did 


request that an appraisal be done on your property? 


THE COURT: We will take a 
recees at thie time. 


(Recess from 3:30 p.m. to 4:00 p.m.) 


DIRECT EXAMINATION CONTINUED 


BY MR. HOULIHAN: 


Q Mrs. 


Wender lich, just prior to the recess I asked this 


question. Did you have anyone appraise your property? 


Did 


No. 


Yes. 


anyone appraise your property at your request? 


anyone appraise your property at Mr. Conlin's request? 


you ‘now that the appraisal was going to be made? 


I knew it was going to be made. 


Do you know who was going to do the appraisal? 


> © & 8 FF 2B ® 
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this for identification? 
(Government's Exhibit 66 marked 
for identification.) 
Q Were you at home when the appraiser came to appraise your 
property? 
A Wo, I wasn't. 
Q I show you Government's Exhibit 66 marked for wendeetiene | 
tion. Do you know whet that is? 
A That is the appraisal that the man made for Mr. Conlin. 
I never met him. 
Q Was thie appraisal done for purposes of your audit? 
A Yes, for the Internal Revenue audit. 
Q And this appraisal was done in August of 1974, is that 
correct? 
A Yes. 
MR. HOULIHAN: I offer Govern- 
ment's Exhibit 66 in evidence. 
MR, LEVY: No objection. 
(Government's Exhibit 66 marked 
in evidence.) 
Q Now according to this appraisal, Government's Exhibit 66, 
prior to the flood in June of 1972, your property was 


worth $48,000, and immediately after the flood, it was 
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worth $36,000. And this appraisal was done in August of 
1974 by Millard L. Brush. And again I ask you, did you 
suffer damage as a result of the flood in 1972? 

Just minor damage. 

Pardon me? 

Just minor damage, water on the floor. 

And did you lose your greenhouse in the flood? 

No. 

Did you lose the improvements to your greenhouse in the 
flood? 


Did you lose your bridal consulting room? 


Did you lose your Comet in the flood? 


Did you lose a truck purchased in 1965 in the flood? 
No. 

Did you lose your Ford wagon in the flood? 

Which year? 

A Ford wagon purchased in Augusrc, 19697 

No. 

Did you lose the remodeled boiler room in rhe flood of 


1972? 
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Lid you lose a furnace in the flood in 1972? 

No, 

Did you lose cupboards in the flood in 19727 

No. 

Did you lose a table in the flood of 19727 

No. 

As a result of the flood in 1972, did you suffer damage 
to your realty in the amount of $9,500? 

No. 

Did you tell Mr. Conlin that you lost any of those items 
that I have read to you in the flood? 

No. I told him over and over egain we only had water on 


the floor. 


MR. HOULIHAN: I have no further 


questions. 


CROSS EXAMINATION 


BY MR. LEVY: 

Q “Over and over again," how many times did you tell him? 
A Four or five. 

Q When? 

A When we were discussing my income tax return. 

Q On what date? 

A 1 couldn't tell you the date. 


Would this be for your 1972 return? 
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Yes. 
And how many times did you see him for that return? 
I think just one day. 
Let's back up. When did you first meet Mr. Conlin in a 
business way to do your tax return? 
I think {it was early 1972. 
THE COURT: ‘73, you mean? 
Bo. He set up our books for us in early 1972, I believe. 
The first time you met Mr. Coniin in a business way you 
were introduced by Mr. Stewart Breitwise, is thet correct? 
Yes. 
And at that time Mr. Breitwise was working for you, was 
he not? 
Yes. 
And he had known Mr. Conlin, {is that correct? 
Yes. 
And he took you there, and he introduced you to Mr. Conlin, 
is that correct? 
Yes. 
And Mr. Conlin then showed Mr. Breitwise how to set up 
a set of books, is that correct? 


Yes. 


And Mr. Breitwise started to keep the set of books, is 
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that correct? 
Yes. 
So that at least in the beginning of 1972 4 set of books 
was set up under the direction of Mr. Conlin, end it was 
understood that this Stewart Breitwise was going to keep 
them at thet point, is that right? 

Yes, 

Then Mr. Breitwise worked with you and there came 8 time 
thet he no longer kept these books. When was that? 
When the flood hit. 

So he worked with you right up to the time of the flood 
and then he got some other employment? 

Yes. 

Let's back up again. How many years did you run this 
florist business? 

Before 19727 

Yes. 

I cam there in 1951. 

"51? 


Yes. 


And you ran the business from then until the flood in 


1972, is that correct? 


My husband and I together until he died. 


| 
| 
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Then there ceme a time that your husband died, is that 
right? 

Yes. 

When did your husband die? 

‘71, I think, March. 

And then from then on you ran it yourself, is that right? 
Yes. 

And you hed the help of thie Stuart Breitwise for awhile, 
is that correct? 

Part time. 

Who else worked with you in 19717 

I believe a Joyce Smith and a Clara McChesney. 

And who else? 

They were part-time help. I don't remember anyone else. 
Did you have anybody out in the greenhouse, too? 

Other then Mr. Breitwise? 

Yes. 

I don't remember anyone else. 

Before Mr. Breitwise took you to Mr. Conlin, isn't it 
fair to say thet you didn't have a set of books? 

No. 

You did have some? 


Yes. 
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Q Who kept them? 


> 


I did. 
Q And do you have those books with you? 
A 


In my car I do, yes. 


Q You have them here in your cer? 

A Part of then, 

Q This business was a fairly steady florist business, was 
it not? 

A Yes. 


Q And hed been « fairly steady business built up over the 
years, is that correct? 

A Yes. 

Q And your sales didn't fluctuate greatly, they just 
generally grew according to costs of things, is that 

\ right? 
A Yes. 
Q Wow these books that you have in front of you, ere these 


! 
the books that Mr. Conlin set up? Are these the ones 
that were set up for the year 19727 
Yes. 

And these actually were purchased in Mr. Conlin's office? 


Yes. | 


Dn > 2 >» 


And you bought chem there and you took them beck to 


nan >} 2S > 


338 


726 
Testimony of Mrs. Richardean Wenderlich. 


your business, and Mr. Breitwise started to make entries 
into them, is that correct? 

Yes. 

Prior to that, did Mr. Brettwise and you have a discus- 
sion where Mr. Breitwise said, "I can't understand how 
you are keeping any records. You don't have an orderly 
set of books"? 

No. 

Yuu don't recollect any such conversation? 

Mo. We did have an orderly set of books. 

The Internsl Revenue had okayed them more than once. 
You went to H & R Block the year before you went to 
Mr. Conlin, te that correct? 

Yes. 

And that was for the year 1971, is that correct? 

That is not the only year I went to them. 

You went to them before that, but at least for the 
year 19717 

Yes. 

And that year you reported $25,000 in gross sales, is 
that correct? 


I can't remember. 


I show you Exhi>it G-61. It has gross sales of twenty 
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thousand some dollars, is that correct? 
It ts gross cash receipts. 
Gross cash receipts? 
Yee. 
Doesn't it say “groes sales $25,000 --" 
What does it say (indicating)? 
Gross rece‘pts. 
Is thet both cash and paid receipts? 
Yes. 
So that your sales were $25,061, were they no 
Not necessarily. Cash rece ' and sales don't 
necescarily come to the same chin~ 
Were you on . cash basis thet yeer? 
Yes. 


And your cost of goods sold was $16,027, making « 


gross profit from the business of $9,034, is thet correct? 


How did you say thet, “gross profit"? 

Yes. 

Yes. 

Are you certain that you gave this return, Exhibit 61, 
to Mr. Conlin? 


Yes, I am positive. 
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You are certain of that? 

I em positive. 

Did you give Mr. Conlin a schedii\z of your depreciated 
property when he did your 1972 return? 

The one that's stapled on that form right there, yes. 


Did you give him a separate one? 


Did you read to him the items? 
No. | 
And you actually gave it to him and that is his sole | 
source of information? 

For the c*preciation schedule, yes. 

Now the first year Mr. Conlin kept your books -- 

He didn't keep my books. 

All right, "suggested" how to keep your books, and the 
firet year he did your income tax return, the same 
column, your gross reczipts were $40,652, were they not? 
Yes. | 
And *» next year they were $45,768, were they not? 


I think we argued that before. It is fifty-four instead 


of forcy-five. 


But th« amount of your return was $45, 7687 


Yes. 
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Do you recollect that in both of these returns with Mr. 
Conlin you asked for an extension of time to file? 

I didn't ask for an extension of time. Mr. Conlin asked 
for an extension of time because he didn't have time to 
do them. 

You signed a return in which a4 request was made for an 
extension of time? 

Yes, I did. 

So th: over your signature a request for an extension 
was made, is that correct? 

Yes. 

And with those returns you sen some money along with 
that extension, {s that correct? 

Yes. 

And with the one for 1973 you sent $336, did you not? 

I think so, 

As a matter of fact, hadn't Mr. Conlin prepared an 
extension and an estimate to go along with it where you 
were supposed to send $736? 

I think it was seven hundred and eighty-eight, wasn't it? 
It was in the seven hundreds? 

Yes. 


You told Mr. Co, lin's secretary, did you not, that you 
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didn't owe that kind of money and that your income 


didn't call for a seven hundred dollar or # seven hundred 
and some dollar payment of the tax, did you not? 
No. I told Mr. Conlin -- I said, "You told me last year 
you had built me up an $8,000 tax shelter, that I would 
have to earn $8,000 before I owed any tax." 

If I hed known I was going to owe tax, I certainly 
would have paid a quarterly. 
But you told him that 736 was too much, and it should be 
reduced to 336. did you not? 
No, I did not. 
Who did you have this talk with, Mr. Conlin or his 
secretary? 
Mr. Conlin. 
And you sent along a check for $336? 
Mr. Conlin told me maybe he had figure’ it wrong, chat 
he would re-figure it. He re-figured it and called me 
back and told me that perhaps {t would be closer to 
336. And he said that he would that typographical 
error on the seven hundred, whatever ‘t was, and I made 
the check out for what I did feel I oved. 
And you did feel that you owed $336? 


A He told me that {s what T owed. 
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And you didn't feel that you owed seven hundred and 
some dollers? 
No, because he told me he had a tax shelter built up. 
And I have always paid my quarterly, and I would have 
paid it quarterly last year if I thought it was going 
to come anywheres near seven hundred and some dollars. 
So the history of your earnings was # gross sales of 
about $25,000 in '71 when H & R Block did it. Then it 
rose to 40,652 the first year Mr. Conlin did it? 
I can tell you one reason for that. We didn't include 
sales tax in H & R Block as cash receipts. We also 
didn’t count it es an expense. With Mr. Conlin, we 
counted the sales tax as a tax receipt and out 48 & 
cash expense. 

MR, LEVY: I move to strike that 

as not responsive to my question, | 
Your Honor. 

THE COURT: Motion dented. 
Can you answer this question: I6 the history of your 
sales that the report was $25,961 for 1971 when H & K 
Block did it? Can you answer "yes" or "no"? 
Cash receipts, yes. 
And then it wae $40,652 in 1972, the first yeer that 


Mr. Conlin did it, is that correct? 
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Yes. 

And the next year that Mr. Conlin did itt, the return 
says $45,768, is that correct? 

It is what the return says, yes. 

Now the government audited your books, did they not? 
When? 

In the year 1974? 

Yes. 

And they went back and they audited '71, '72 and '73, did 
they not? 

Yes. 

And when they audited your books, you were dealing with 
Revenue agents, is that correct? 

Yes. 

And you talked to Revenue agents at various times when 
they were doing the audit, is that correct? 

One agent. 

And what was his name? 

I think his name its Robert McIntyre. 

And he is a Special Agent in the Criminal Division, is 
he not? 

T don't know. 


Did he tell you what he was? 
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He probably did. I don't remember. 
And he was auditing your books in regard to a criminal 
investigation, is that correct? 
I don't know why he was auditing it. 
Did he tell you that he was auditing your books in 
regard to a criminal investigation? 
No, not that I remember -- just an incorrectly filled-out 
form, 
Did he tell you that you could have some responsibility 
in regard to the audit of the books? 
I don't remember him saying that. 
Were you told that you could have some civil liability, 
that you might have to pay additional sums because of 


the audit of your books? 


I don't remember him saying it, but I knew {f they were 


filled out wrong, I had to pay it. 

So that you knew that if there was something wrong with 
your books that you had to pay, is that correct? 

Yes, 

And how long a period did this audit take? 

More than a week -- well, I believe six days. 

Was that during the time that you signed certain state- 


ments for Mc. tntyre? 
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Vhen he was 411 through, I signed his reporr. 
And did you sign certain statements with Mr. McIntyre 
about your relationship with Mr. Conlin? 
Yes. 
And you signed those statements at the same time that he 
wes conducting the audit, is that correct? 
No, It was when he was all through. 
And when you signed the pepers, you signed rhe statement 
about Mr. Conlin at the same time? 
Yes. 
What was happening at that point was that you were 
entering into an agreement with the government about how 
much you owed, is that correct? 
IT don't understand that. 
MR. HOULIHAN: Objection, Your 
Honor. I think there is a confusion here bde- 
tween the criminal investigation and the civil 
audit, and Mr. Levy is questioning as though 
{t was just one occurrence. 
MR. LEVY: He will have an oppor- 
tunity to cuvestion the witness, Your Honor. 


MR. HOULIHAN: I just think it is 


misle: ‘ing. 
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THE COURT: Objection is overruled, 
When they were finished with the audit, you entered into 
an agreement with him at to how much you owed, did you 
not, and agreed to pay a certain amount of money? 
I don't know why he calls it an agreement. We didn't 
agree on an amount. He told me whet I owed, and I paid it. 
You agreed to pay it? 
Yes. 
And you didn't contest any of it? 
No, 


As a matter of fact, after they started the audit, you 


first went to Mr. Conlin's office, did you not, and 


talked it over with him? 

shen I got the notice from the Internal Revenue man that 
certain papers had to be filled out, and he would be 
there on a certain day. 

And Mr. Conlin did fill out one rerurn for you in rela- 
tionship to your number of dependent children, did he 
not? 

There were five. Each dependent had to have a separate 
one filled out. 

But he filled ovt the forms in regard to that, 


correct? 
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He started them. He didn't finisn them. 

And then you did have a discussion with Mr. Conlin about 
certain facts, did you not, that would be coming up in 
the audit? 

Yes. 

And you went over with Mr. Conlin various items of 
damage that had been put in the tax return, is that 
correct? 

Il remember discussing the dependents with him. I don't 
remember discussing the flood damage with him. 

Do you remember a meeting with Mr. Conlin on August 12, 


1974? 


I don't remember the date, but I do remember going to 


see him, yes. 

And it was in the evening a little sfter 8:00 p.m.? 

I couldn't tell you. 

And the meeting lasted about an hour and twenty minutes, 
until about 9:407 

(No response.) 

You don't recollect that? 

No. 


But you do recollect being there sbour that time? 


Yes. 
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it in his office? 


did you at that time give Mr. Conlin substantiation 
the flood loss? 
No. 
id you state to him at that time thet there was five 
feet of water in your cellar? 
Not flood water -- wa :r. 
fll right, water in your cellar. And did you state to 
him at that time thet the heating plant was ruined in 
your cellar? 
No. The heating plant «4s under water. 
It was under water i. your cellar? 
Yes. 


And did you state to him at that time thee you spent 


about $3,900 just to replace furnishings in your house? 


Yes, I did, but that wasn't in the flood, 

Didn't you state to Mr. Conlin that the foundetion of 
your house had been damaged? 

No. 

Did you state whether or not there were cement breaks 
and cracks? 


No. 
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Did you state whether the cement floor was heaved and 
cracked? 

No. 

Did vou state whether or not you lost your freezer, 
washer and dryer? 


I did lose an old freezer and a washer and dryer we 


weren't using. They weren't operable. 


Would you state whether or not you lost a freezer, 
washer and dryer? 

Yes. 

Did you state that your furnace circulating pump was 
gone? 

No. 

Did you state that the reset of your furnace required 
cleaning and repairing and it was a forced hot water 
system? 

Yes. 

Did you state that you had to put in a new hot water 
heater? 

Yes, but it was a rented one. It wasn't ours. 

Did you state whether or not you had to put in @ new 
hot water heater? 


Yes. 


351 


Testimony of Mrs. Richardean Wenderlich. 


Did you state whether or not you had to change the 
hot water heater controls? 


id you state whether o. not you hire’? a plumber to 
y y P 


do this? 


yor state thet in your business a well water pump 
was destroyed in the flood? 
We run three wells. I'm try‘ng to think -- no, it wasn't 


destroyed. 


{'m not asking yo whether it was or «sen't. Did you 


tell him whether or not a well water -ump was destroyed? 
No, I did not tell him thet. 


As a matter of fact, you had three ve''s? 


you had e well for the house? 


you had e well that you used in your greenhouse? 


you had another well rhat you used in your business? 


greenhouse. 


So you had two wells that you used in the greenhouse and 


one in the house, is that correct? 


5 74) 
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Yes, and at the time of the flood we were only using one 


of them. 


As e natter of fact, after the flood one of these wells, 


the one you were using in your house, you couldn't get 


the water in that well approved, isn't that correct? 


A No. 
Q Did you ever have it tested? 
A No. 


Q You never did? 


Q Did you ever have any of the three tested? 


mean after the flood? 


> 
< 
2 


> 2b 
< 
® 
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Q Did you change the piping from one of these wells after 
the flood so that you bypassed one of these wells that 
was damaged in the flood? 

MR. HOULIHAN: Objection, Your 
Honor. I think she already testified there ves 
no damage to the wells. 

THE COURT: Obfection is overruled. 


Q Did you do that, to your recollection? 


a We did change cver a well once, but I believe it was way 
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before the flood. 

Nid you move out of your house for swhile as a result 
of the flood? 

Yes. 

How long? 


T believe ten days. 


hen the flood receded, did that leave sediment in your 


gardens that you grew flowers in? 

Not flowers, no. 

Or your nursery stock? 

\‘e grew pumpkine. 

what about the greenhouse? Was there sediment and water 
{n your greenhouse when the flood receded? 

Yes. 

As I understand it, you have stands or racks {in which 
you put your materials {n the greenhouses? 

Yes. 

And were any of those stands and racks destroyed in the 
flood? 

i. 

Were all the racks taken out after the flo. 4? 

Se a result. after the flood were the greenhouses 


leaned and re sired completely and then put back in? 


s 
2) 


A 
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No. 
ln none of the greenhouses? 
No. Can I explain it? Thev set on cinder blocks. 
The benches rest on cinder block posts. There is nothing 
that can be taken out. 
Did you tell him thar the electrical system was not 
affected by the flood, but {t was turned off in the area, 
in your business area? 
No. I think the electricity went off with the flood. 
The electric wenc off with the flood. 
Did you pick up everything off the floor in anticipation 
of the flood? 
Yes. 
Did you teil him that the new truck was caught in the 


flood? 


Did you tell him that you had no SBA loan? 


Yes. 


Did you tell him that five people spent twenty days 


just cleaning up the preenhovse? 


You dfdatt fell him thar? 
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Did you ask him whether or not you could claim damage 
to the crops as a result of the flood? 

I don't remember asking him, 

Did you tell him you had damage to your crops? 

Yes. 

Did he tell you that this would be written off in the 
cost of sales? 

I don't remember it. 

Did you teli him the land was eroded and washed away? 
No. 

Did you tell him that in your garden new earth had to 
be hauled in? 

No, 

Did you tell him that the Town Assessor had given you a 
twenty-six per cent reduction because of the loss from 
the flood? 

Yes. 

And had the Town Assessor reduced your assessment twenty- 
six per cent as a result of the flood? 

For one year. 

Did you tell him that you had to replace the carpeting 
in your house as a result of the flood? 


No, 


744 
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Now you do know that a man did come and make an appraisal 
of the flood damage, do you nor? 
Yes. 
And you know as a matter of fact that your son showed 
him through the property, do you not? Did your son tell 
you that he showed him through? 
Yes. 
And he took him around and showed him the greenhouses 
and showed him the inside of your house and all around? 
Yes. 
And you were told that after this man made an appraisal, 
that it was his opinion .hat your real estate was damaged 
to the extent of $12,000 as a result of the flood, is 
that correct? 
The man said that, yes. This was two years after the 
flood, and he never saw my place before the flood. 
But it was his opinion that your property had been 
damaged to the extent of $12,000 as a rerult of the 
flood, is that correct? 
That is what he said, yes. 
And that was his opinion, is that correct? 
Yes. 


After you had rhis discussion with Mr. Conlin at his 
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office on that August evening in 1974, from then on you 

never talked to Mr. Conlin about anything, is that 

correct? That was the last time you talked with him? 

No. Mr. Conlin came the first morning that the Internal 

Revenue msn came. He stayed at the morning session and 

didn't come back. 

As a matter of fact, you took care of your matters with 

Internal Revenue yourself after that, and Mr. Conlin had 

nothing to do with it after that? 

Right. 

And Mr. Conlin wasn't at any of these audits and wasn't 

asked his explanation of any of these entries on the 

tax returns, is that correct? 

No. He was asked to explain the difference between the 

54,000 and the 45,000, and he said he had turned the 

figures around, He was there when we got that far with 

the audit. 

Now about turning the figures around, did Mr. Conlin tell 

you that in 1973 that you had a possibility of changing 

your bookkeeping system so that it was on an accrual 

baeis rather than on a cash basis? 

No. 


Did you talk about being on an accrual basis and 2s cash 
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basis? 
Not that I remember. 
Do you know what that means? 
Yes. 
Being on a cash basis you pay income tax on only what 
you actually receive, is that correct? 
Right. 
And being on an accrual basis, you pay income tax on 
what is owed, is that correct? 
As far as I know, yes. 
And did you have a discussion with him in regard to the 
1973 tax as to whether it would be better for you to 
go on an accrusl basis or on a cash basis? 
I don't remember anything about it. 
When you left him, did you tell him that you would look 
up certain things to determine which would be the best 
basis? 


I don't remember telking tc him about it. 


How many vehicles did you have in this business in 1972? 


We had one truck until we lost it in the flood. And then 
I used a school bus to deliver with until I could 
purchase another vehicle in July of ‘72. 


So you only had one vehicle? 
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Right, 
What kind of a vehicle was it: 
The first one was a Ford wagon, a van. The second one 
was a Chevy van. 
Now this Comet that you had, that was an older car and 
you got rid of it? 
Yes. 
And you had that in addition to the truck at the time? 
In 1968 we had a truck and a Comt. 
In regard to this truck, did you use it both for your 
personal use and for the business? 


Yes. 


And that was the only car that you had in the family, 


is that right? 

No. I have sons Living away from home that have cars. 
But it is the only car that you have? 

It is the only car that I have, yes. 

This son that showed Mr. Brush through the property, 
whet is his name? 

I have no idea. I have seven sons, and { don't know 
which one showed him through. 

How many were home in '72, how many lived at home? 


How many children? 
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Yes. 

Six lived at home until the flood, and then one of them 
moved out after the flood. 

And they helped you in your business also? 

Yes. 

When you gave these papers to Mr. Conlin in regard to 
your interest payments, is it possible that you didn't 
give him all of them, that you might have missed one of 
them when you gave it to him? 

It is possible. 

Did you have any telk with him about an account that you 
didn't consider to be yours and that you were keeping 
for the children? 

I think you have it a little mixed up, but yes, there is 
an eccount. Thet is the one with the interest income. 
You did talk to him about an account that was not yours 
and it was kept for the benefit of the children? 

No, it ig mine. It was an insurance policy, and when 
my husband died, that came to we. And I have kept £F;, 
And we were divorced before my husbend died, an’ if there 
is a property settlement, half of the property that ay 


husband owned, he left to the children, and none of them 


were of age when he died. So that $20,000 that is ir 
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the bank, if we decide to sell the property to me, it 
will go to pay their half of it. 

So a&B a result of this property settlement in the divorce, 
part of this money was kept in a bank account, is that 
correct? 

It is a certificate of deposit. 

But you kept it segregated, is that right? 


Yes, it is separate, yes. 


After this Stewart Breitwise left your employment after 


the flood, you kept the books and records yourself, is 
that correct? 
I kept them part of the time before he left, too. We 
both worked on them, but after he left, I kept them, with 
another Little girl helping me. 
That would be in Exhibits G-62 and G-63, is that 
correct? 
The paid-out one I did myself, but the other one they 
helped on, yes. The other one is labeled ‘paid out," 
and the other is labeled, “Cash Journal." 
MR. LEVY: I don't believe these 
are in evidence. I would like to offer G-62 and 
G-63. 


MR. HOULLHAN: I have no objection. 


{| 
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(Government's Exhibits 62 and 


63 marked in evidence.) 


CROSS EXAMINATION CONTINUED 


BY MR. LEVY: 


Q 


As a result of the divorce settlement, were you given 
the business? 

No. There never hae been a divorce settlement. 

It started, is that right? 

We started it, and on the day that the judge was to 
give the decis'on, my husband died. There never has 
been a settlement. 

The first year you came in, Mr. Conlin in '72 made his 
own summaries from those books, Exhibits G-62 and G-63? 
Yes. 

And the second year you made your summary and then you 
read them to Mr. Conlin? 

No, The first year I ‘read the figures to him, and he 
made the summary. The second year I handed him the book 
with the summary all made. 

Did he ask you to leave the books with him? 

I don't believe so. 

Did he ask you to bring in the books in preparation for 


the audit? 


Bring in the books to him? 


> 


> 2 
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Yes. 

No. 

He didn't ask you to bring them in? 

No, I don't think so, I don't remember. 

MR. LEVY: Your Honor, it is 
very close to five o'clock, and we 
would, if possible, like to lock at 
these books in preparation for a con- 
tinuation of this examination. We 
will be ready certainly tomorrow morn- 
ing, if the Court could give us per- 
mission to teke these books. We would 
like to do that. 

THF COURT: I was hoping thee 
we might finish this, because the 
witness is from out of town. Well, 
maybe fc is not possible, but how long 
would it take you? 

MR. LEVi: We want to Look 
through them, Your Honor. 

THE COURT: I know you do, but 
how long will it take you to finish 


with this witness? 


364 


Testimony of Mrs. Richardean Wenderlich. 


MR. LEVY: It will teke us two 
hours, and probably -- 

THE COURT: I am very reluctant 
to keep a witness overnight if it can be 
at all avoided. In fact, I would be 
willing to sit another hour if need be. 

THE WITNESS: Well, I have young 
children at home, too. 

MR. LEVY: Your Honor, if we 
could have these books, we are willing 
to release this witness, and we will 
bring out the facts in another way. 

But would like to have the oppor- 
tunity to take these books tonight if 
we could. 


THE COURT: They are in evidence, 


and they may be used. 


You are now releasing this 
witness? 

MR, LEVY: Yes. We have no 
further questions. 

THE COURT: All right. We will 


adjourn until tomorrow morning at ten 
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o'clock. 

MR. HOULIHAN: Your Honor, 
I examine this witness on redirect 
examination for # short time? 


THE COURT: All right, g° 


ahead. 


REDIRECT FXAMINATION 


BY MR. HNOULTHAN: 


Q 


CD 


Mrs. 


753 


may 


Wenderlich, Mr. Levy one oss-examination asked you 


if it was possible that you didn't give these interest 


reports represented by 


Conlin, and when you gave those things to 


them out of an envelope, did you not? 


Yes. 


May I see that enve Lope? 


Yes. 


(Envelope handed to Mr. Hou Lihan. ) 


And this is an envelope in th 
that right? 

Yes. 

Is that the envel 
with your papers in it? 


Yes. 


And that was after the return hed been done? 


Government's Exhibit 65 to Mr. 


me, you pulled 


e name of Walter Conlin, is 


,pe that Mr. Conlin gave back to you 


> 


> 2 


366 154 
Testimony of Mrs. Richardean Wenderlich. 


Yes. 

You pulled all of these reports out of that envelope, 
did you not? 

Yes. 

Now at the time that you had this conversation with Mr. 
Conlin, and that was around August 12th of 1974, is that 
correct? 

Yes. 

And that was a year after you filed your 1972 return, and 
this was filed in June of 1973? It was a year and two 
months after the '72 return had been filed? 

Yes. 

Well, this is dated April 20th, 1974, so that would be 
some five months after the return was signed? 

Yes. 

Did you lose your furnace in the flood? 

No. 

And you did have to pay someone to clean that furnace, 
didn't you? 

Yes. 

How much did you pay? 

Forty-eight dollers. 

Forty-eight dollars? 


Yes. 


A 


2 
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At the time of thie meeting in 1974 with Mr. Conlin, you 
told him that you purchased $3,000 in furnishings for 
your house, is that right? 

Yes. 

Were those to replace furniture that you lost in the 

f lood? 

No, 

Did you tell him at that cime chat it was to replace 
furniture lost in the flood? 

No, 

Was there any discussion about any furniture purchased 
{n the amount of $3,000 a year in 1973 when you were 
filling out your 1972 tax return, or in 1974 when you 
were doing your 1973 tax return? 

I mentioned I had bought new furniture, yes, but it had 
nothing to do with the flood. 

And you told him that? 

Yes. 

Did you have any damage to the foundation as @ result of 
the flood? 

No 

Wes the cement floor heaved and cracked? 


Not that I could see, no. 
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Mr. Levy asked vou about changing over the pipes that 
went to @ well. Was that done before or efter the flood? 
Refore the flood. 

How did you clean up the greenhouse after the water had 
left? 

I just took a bhyse to it. The one greenhouse had a dirt 
floor with two cement sidewalks, and the rest of it is 
all dirt. You take a hose and wash the dirt off the 
sidewalk down onto the ground. Both greenhouses are dirt 
floors. 

Did any of your racks or anything in the greenhouse 
suffer any damage es a result of the flood? 

Only getting wet, nothing got lost. 

Nothing got lost? 

Nothing gct lost, just cleaned up. 

And the Town Assessor gave you a twenty-six per cent re- 


duction for one year? 


He gave us a reduction. I can't tell you that twenty- 


six is the exact amnt, but he did give us a reduction 
of one year of taxes. I gave Mr. Conlin the slip. 
When did you give him that? 

Is that in this August meeting of 19747 


No. We paid our taxes in the end of '73. It would have 
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been when _ did my 1974 taxes, I believe. 

So that taxes that were shown on your ‘73 return would 
reflect this twoty-six per cent, this reduction in the 
assessment, is that right? 

Yes, because that reduction came long after that, long 
after the flood. 

And was this just limited to your property, or was it 
everybody in the Corning area? 


I belfeve the whole Corning area. I don't know. 


| 


Now there is a Mr. McIntyre that spoke with you regarding 


a criminal investigation against Mr. Conlin. Do you re- 
member Mr. McIntyre? 

Yes. 

And in addition to that, you also had someone talk tc you 
and go over each item of your income te~ for civil pur- 
poses, did you not, auditing your return to establish 
whether you had specific exemptions, whether you suffered 
any damage to your property and other {tems on your tax 
return? 

It was Mr. McIntyre for both. 

For both? 

Mr. McIntyre was the only one I talked to that I remember. 


No you remember Mr. John Werda? 


no > D > 
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Yes, I remember Mr. Werda, yes. 
Were they together? 
I only remember one man coming in to do the audit. I only 
remember one man coming in. 

MR. HOULIHAN: Would you mark 

this for identification? 
(Government's Exhibit 67 marked 
for identification.) 

{ show you Government's Exhibit 67 marked for identifica- 
tion, which is an affidavit signed by you on October 8, 
1974, and witnessed by Mr. McIntyre. Do you recall making 
that affidavit? 
Oh, yes. 
Was that the same person that did your audit? 
No. 
That refreshes your recollection that there were two dif- 
ferent people? 
Yes, but they didn't come together. They didn't come at 
the same t..e. 
At this meeting in August of 1974, and this was with Mr. 
Conlin in preparation for the audit, the meeting with 


the Internal Revenue Service agent? 


Yes. 


2 


> 
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And this is where you went over, and he asked you ques- 

tions, and you told him answers, is that right? 

Yes, 

You didn't tell him anything differently than what you 

have testified to previously, have you? 

No. 

With regard to the interest income, did you tell Mr. 

Conlin that the money that was in the bank and certifi- 

cates of deposit was not in your name? 

No. 

Is the money in your name? 

Yes. 

And the interest is charged to you, is it not? 

Yes. 

And all of these items that appear on Government's Ex- 

hibit 65 are in your name? 

Yee, 

Mrs. Wenderlich, at the time of preparation of your 1971 

tax return, you show a gross sales of some $25,000? 

Gross cash receipts. 

Gross cash receipts? 

Right. 


And the next year that increased to forty thousand? 
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To forty thousand. 

Was that increased as a result of Mr. Conlin's doing your 
books for you? 

No. It was an addition in sales tax -- in the $25,000 
cash receipts for '71, sales tax is not added in. In 
the 40,000 for 1972, sales tax is added in. 

When you say “sales tax," you collect sales tax from 
every sale that you make, is that right? 

Yes. 

And that is seven per cent, is that right? 

Yes. 

Then you pay that over to the State? 

Yes, 

And that isn't a profit for you? 

No. 

In 1971, instead of showing gross sales and then sibienied 
ing seles tax, you «id thar all at once? 

He only entered in our books the actual sale, not the 
tex. 

In 1972 and in 1973 vou showed gioss cash sales plus the 
taxes and then deducted those taxes later on, is that 
right? 


Yes. 
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In 1961 were your cash sales, in fact, $25,961? 

Cash receipts, yes. 

Cash receipts? 

Yes. 

And in 1972 were, in fact, your gross sales $40,652.3:. 
Yes. 

And in 1973 your cash receipts were fifty-four thousand 
some th ing? 

Yes. 

These increases were not as a result of bookkeeping errors 
that you made in previous years, were they? 

No, 

And in fact you kept the books prior to the time Mr. 
Conlin set up these set of books for you? 

Oh, yes. 

And those books were audited before by the Internal 
Revenue Service? 

res. 

And they were approved? 

Twice, yes. 

Now in preparation of your 1972 tax return, did you tell 
Mr. Conlin that you suffered any loss as a result of the 


£ lood? 
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A My truck, yes. 

Q just your truck? 

A Yes. 

Q You never told him that you lost the greenhouse or the 
improvements or the boiler room? 

THE COURT: A lot of this is 
just repetition. 

MR. HOULIHAN: I have no 
further <uvestions. 

RECROSS EXAMINATION 

BY MR. Levy: 

Q You say the difference in these gross sales from '71 to 
'72 is the result of the fact that the sales tax was 
included in one and excluded in the other? 

A Part of it. 

Q Do you know how much the sales tax was in 1972? 

A No, I don't. 

Q It is in your return, approximately two thousand dollars. 
Does that refresh your recollection? 

A (No response.) 

MR, LEVY: Well, the return 
will speak for itself. 


Q How many times did you talk to Mr. McIntyre, this Special 
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agent? 
lL don't remember. 
More than once? 
lL believe at least twice. 
Did he ralk to you at your home? 
No, I think at my business. 
Did he come to your business a: talk to you? 
res, 
And you signed the statement for him on October 8, 1974, 
is that correct? 
i signed it, but I don't remember the date. 
Did you talk to him in September of '74? 
I couldn't tell you the date. 
Where else did you talk to him other than at your busi- 
ness? 
THE COURT: They are right 
together ? 
Gur house and business are right together, right. 
for how long # time did you talk to him when you talked 
to him in October? 
i can't tell you. 
was anybody else present? 


i don't believe so. 
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When you talked to this Mr. Werda, how long did you talk 
to him? 

He was there for, I believe, six days. 

/t your house? 

At my hovse. 

For six days? 

Yes. 

And was that about the same time that you talked to Mr. 
Me Intyre? 

No, it was before that. 

And you talked to Mr. Werda after this meeting with Mr. 


Conlin in August of 1974, is that correct? 


Yes. 


And you talked to him at the Elmira office once? 


t don't believe so I think he came to the business 
each time. 

You talked to him once with Mr. Conlin present? 

Yes. 

And then he was there for six days more without Mr. 
Conlin being there? 

Five and a half days more. 

Five and a half days more? 


ies. 
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. “id he ask you for these various books and records? 
A Tee. 
Q And he asked you questions about what was in your return? 
4 Yes 
MR, LEVY: I have no further 
questions. 
MR, HOULIHAN: TI have no further 
questions. 
THE COURT: We will adjourn 
until tomorrow morning at te.. o'clock. 
MR, LEVY: May I hand up to you 
a memorandum so you will have it, Your 
Honor? And I will give a copy fo my 
opposition. 
THE COURT: All right. 
(At 4:50 p.m., an adjournment 


was taken t. Wednesday, March 31, 1976.) 
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WALTFR R. CONLIN, 


called as a witness in his own behalf, being 


the Defendant, 
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first duly sworn, testified as follows: 


DIRECT EXAMINATION 


BY MR. LEVY: 


Q 


A 


Mr. Conlin, how old are you? 

(No response.) 

Vhen were you born? 

June 21, 1919, 

And whet was your education? 

Following high school, I was self-educated, reading books, 
extens‘on courses in the Air Force, and I attended the 
Marshell College, Huntington, West Virginia, for a year. 
And wiat courses did you take there? 


Courses pertaining to aviation. 


Did you have any courses in account ing? 


Formally, it was the United States Armed Forced Institute, 
through the University of Michigan for one year. 

fo that your formal education in accounting was one year 
with the United Srates Armed Forced Institute? 

Yes, 

And that was one year? 

Yes. 

And your family consists of a wife and how many children? 


Six sons -- one deceased. 
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And what is the age of the youngest and the age of the 
oldest? 
Twenty years -- thirty-two years. 
Do you live at home with your wife? 
Yes, 
Did you in 19737 
Yes. 
Now the two Ledies that work for you described the opera- 
tion of your office during the year 1973? 
Generally. 
What abour these hours that you worked for the tex year, 
in 1973? Will you tell us basically so that we can un‘er- 
stand from you how much you worked? 
I liked an early morning hour so I could work without 
interruption. 
About what time was that, usually? 
Many is the time that I begin at four and five. 
And then how late would you work? 
Usually midnight, eleven p.m. 
There wes some testimony that sometimes you stayed through 
the entire night at the office, is that correct? 


Yes, with about two half-hour nape on the floor. 


And about how many nights a week did you do that in the 
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year i973? 

Without reservatior I could estimate an averege of at 
least one to two nights at least most of the weeks in 

the year. 

How many people did you see in a usual day for interviews? 
An average day of appointments would be twelve. 

Twelve people? 

Yes. 

And in addition to the twelve people, did you see other 
people in between? 

Yes. 

Did you see people on Sundays? 

Yes. 

Did you see people early in the morning before eight o'clock? 
Yes. 

How early were the earliest appointwents that you made? 
The earliest appointment I had was four a.m. Generally, 
the early morning appointment would be five to six. 

What abouc meals? What is your recollection about your 
eating habits when you worked at your office in the year 
1973? 

My wife always made certain I had a container of juice or 


water, and she always made certain that a sandwich was 
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brought in for me. and frequently, a tray would be brought 
in, and she would stand guard while I ate it and force me | 
to eat it for supper. 

Did your family help in your office? 

Yes, 


Whe did they do? 


They kept the files up to date. They woxked feverishly to! 


mske sure -hac everyone was covered with extensions that 
were trying to come in for appointments. They meade phone | 
calls for me, and they sought information from clients 


that we were waiting for, and they made deliverier :nd 


pickups. 
The actual technical work in regard to the returns was 
done by who? 


By myself. 


What held was your office manager? 


She was responsible for recei ing all incoming information| 
that was broughr into the office, relegatiny it to the | 
routine office work, delegating the work tc fiss Peterson | 
and others and the family members that helped. The family) 
members checked distributions for me, too, and che was 


responsible for all the t*x returns -- al! the payroll 


returns for clients, a: 2 gid an awful lot of support 
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work for myself. 

Lid you make a greater charge in regard to preparing re- 
turns where there was flood casualty? 

Of course. 

Wuat is your answer? 

ies, 

And what was the reason for the greater charge? 

The additional work. 

énud do you recollect whether or not these casualty flood 
losses required additional work? 

very much so, 

And in what aspect? 

More than double and also more work on behalf of my staff, 
too. 

Did you keep track of your time in regard to various pieces 
of work that you did? 

. tried to be very accurate on timekeeping for the work I 
did after hours on clie: ¢' work as well. 

Did you have a standard charge during '73 on a per hour 


basis for your work and your overhead and the work of your 


people? 

Yes, 
Pr 

How much was that? 
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Forty dollars per hour. 

Do you recollect that day in January, 1974, when you were 
arrested? 

Yes. 

Can you tell me, did you meet with Mr. Gill on that morn- 
ing? 

Yes. 

And how did it come about that you were going to Elmira 
that day with Mr. Gill? 

To keep an appointment with Mr. Cristofaro of the Small 
Business Administration in Elmira. 

And how was that appointment arranged? 

By telephone. Mr. Gill called me and said Mr. Cristofaro 
had called him. Mr. Gill came over to be certain that I 
confirmed it with Mr. Cristofaro. I did that morning. 
On that morning did you see Mr. Gill before you started 
out with him? 

Yes. 

And what did you do before you left your office? 
Pertaining to Mr. Gill, I got the S * application and 


reviewed it with him and then reviewed the Form 1040S 


with him, 1970 and 1971 1040's. Then we agreed that I 


would pick him up in front of his store and go in the 
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same car. So he left with his box of records, and I 
asked Mrs. Beach to rush the copies that I could give 
to the Small Business Administration, of his 1040's for 
‘70 and '71. 

On that morning you asked Mrs. Beach to make copies for 
the 1976 and 1971 forms, is that correct? 

Yes. 

And did she make them for you? 

Yes. 

What did you do with them when you received them? 

I put them in the briefcase that I had prepared to take 


with me. 


And on that morning when Mr. Gill was {n the office, did 


he have an outer coat on or not? 

Yes. 

To your recollection, was it properly described by your 
secretary? 

Yes. 

Do you remember the coat? 

Very well. 

Did you put a coat on when you left? 

Yes. 


And could you describe the coat that you were wearing, 
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the outer coat? 

It was a black raincoat-type with a zip-in Liner for 

war- th. 

It had a zip-in lining? 

Yee, sir. 

Did you have on a suit jacket or a sports jacket? 

I had a suit on. 

A suit? 

Yes. 
Then you went with Mr. Gill to the office of the Small 
Business Administracion in Elmira, is that correct? 

Yes. 

And when you got there, can you tell us your recollection 
about what time it was? 

I believe we were pretty prompt, at eleven a.m. It could 
have been a little after. 

How long after you got there did you get to Mr. Cristofaro's 
office? 

It was a little unusual. As soon as I mentioned my name, 
the receptionist jumped right up and went into Cristofaro's 
office, and he came out <1d escorted us right in. 


When you arrived cf Ar. Cristoraro's office, did he sit 


down or did he sland up? 


387 
Testimony of Walter R. Coniin. 


He was seated. 


Was Mr. Gill standing, or were you seated when you went in? 


We stood. 


And did you both stand with your coats on or with your 


outer coats off? 

Our coats remained on. 

When you talked to Mr. Cristofaro, was there anybody else 
in the room? 

No one except Mr Gill and myself. 

When you stood there, could you just briefly des..ibe rhe 
arrangement in the office of the desks and chairs and the 
like? 

Yes. His desk impressed me as being longer than usual. 
It was flush agairst the front of the otfice. The entrance- 
way was a small door to the left. You walk in the door, 
and the desk was immediately to your right. The chairs 
were behind the desk, which means they would be at the 
rear of Mr. Cristofaro, and one chair was over towards 
the side and could have been described as to the right 
rear of Mr. Cristofaro. 

Did either of you sit at these cnairs? 

No. 


Mr. Gill have a box with him? 
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A very large oo. 

And what did Mr. Gill dco with the box that you recollect? 
As we entered the office, I told Mr. Cristofero I would 
like him to meet Mr. Gill. Mr. Gill walked over to the 
chair in front of him and laid the box down. While he 
was taking -- 

After you introduced him, and Mr. Gill put the box down, 
what was the first thing that wes said by anybody in the 
office? 


Mr. Cristofaro didn't even acknowledge the introduction. 


He just said, "Give me the tax returns." 

And who did he say that to? 

He said that to me, 

And what did you do? 

{ unzippe+ my briefcase, and I laid them on the table in 
front of him. 

Then what was said? 

Mr. Gill turned around, laying his box down, and shoved 
them cver the desk towards Mr. Cristofwro, and he asked, 
“are these your tax returns?" 

Then what did Mr. Gill say? 


He said, "I believe so." 


And tien what was said? 
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Mr. Cristofaro handed him a pen and said, “Sign thea.” 
And then what happened? 
Mr. Cristofaro shoved them over to me and said, “Here, 
you prepared them You sign them." 

And then he handed Mr. Gill a letter to read. 
Did you both sign the returns? 
Yes. 
Then you say the next thing that happened is thet he handed 
Mr. Gill a letter to read, is that correct? 
Yes. 
And what is the next thing that happened? 
While Mr. Gill was reading the lette:, and before I signed 
the returns, I pointed to Mr. Gill's file thet Mr. 
Cristofaro left on his desk, the other - nd of his desk 
away from me, end I said, "Mr. Giil can explain to you 
how that list of losses was compiled." Thereupon, Mr. 
Gill handed me the letter and proceeded -- I leaned down 
and took the pen and signed the tax returns and put the 
letter on top of them snd held it in my hand and read the | 
letter. 
So that the letter he gave you, you put on top of the tex 
returns and you held them while standing reading the letter? 


Yes. 
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Then did you read the letter? 
Yes. 
THE COURT: What was the letter? 


It must have had some significance? 


You remember what it wae,don't you? 


THE COURT: All I want you to do 
is call the jury's attention to what the 
letter was. 

I show you Exhibit 2, is this the letter that you had in 
your hand at that time? 

Yes. 

And what happened after you read the letter? 

THE COURT: The jury wants to 
know what the letter was about. It 
must have been significant. 

Yes. Exhibit D-2 -- 

Can you tell us the subject matter of the letter? 

The subject matter ie simply that the application had 
previously been withdrawn, and they quired information 
which we did not have with us, and a resubmission before 
they would even reconsider. 


After you read this letter, what did you say? 
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I put the letter and the returns right back in my brief- 
case. 
And you had this letter, Exhibit D-2, in your briefcase? 
Yes. 
And did Exhibit D-2 remsiu in your possession? 
Yes. 
And then what was said? 
Mr. Gill was explaining, and Mr. Cristofaro said, "Give 
me the tax returns." 
What did you say? 
I said, "These are not what you request. We will have to 
prepzre what you want, what you are requesting." 
He a‘ked for more than tax returns, too. 
Then what did he say? 
He said, "It is government property." 


What did you say? 


IT said, "Well, we came in with it, and we can go out with 


it. This is not government property." 

And then what happened? 

Then he called Mr. Garrity. 

And during this time, did you two remain standing? 
Yes. 


Were your outer costs on? 
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Yes. 
And Mr. Cristofaro remained seated at the desk? 
Yes, sir. 
And where did you stand in relationship to his desk? 
About one step in the entranceway, right at the end of 
his tesk where [ came in the first moment. 
Whet happened after this other gentleman came in? 
He stood in the doorway, and I am surprised he knew my 
name, and he said, "Mr. Conlin, you are not going to leave 
with those returns." 
What did you say to him? 
I said, "What we came in with, we can go out with." 
And then what happened? 
Mr. Cristofaro said, "The only way you will get anything 
out of this file is by giving us a letter of withdrawal." 
What did you do? 
I pulled out a yellow tablet out of my briefcase, ard i 


had stepped aside so I was facing Mr. Garrity, so my back 


wouldn't be to him when he came in, and I again went back 


over to the edge of the desk and laid the tablet down and 
wrote the letter that has been placed as an exhibit here. 
I show you Exhibit G-3A and ask if this is the paper thet 


you wrote? 
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Yes. 
And was that written in your handwriting? 
Yes. 
And can you just read it to the jury? 
It ts dated January 18, 1974, and sa: . hereby with- 
draw my application." 
And then after you made that, what did you do? 
I asked Mr. Gill to sign it. 
And at that time did Mr. Garrity or Mr. Cristofaro talk 
to Mr. Gill as to whether or not he should sign it? 
Yes. 
What did they sey? 
They endeavored to urge him not to sign. 
And did he sign it? 


Yes. 


When he signed it, what did you do with thet paper? 


After he signed it, it remained on the desk where he 
signed it, right on Mr. Cristofaro's desk. 
Then what happened? 
Then I stated, "Now according to you, we can leave with 
the whole file." 

I addressed that remark to Mr. Cristofaro. 


Then what did you do? 
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Mr. Garrity then spoke up and seid, “You are not going to 
leave with those returns, Mr. Conlin." 
Then what happened? 
I just tore up the returns and shoved them right back 
in uy briefcase. 
And did you tell the FBI man that was in here that the 
reason that you tore them up is they were yours -- 
MR. HOULIHAN: Objection, Your 


Let the witness tell what he 


THE COURT: Objection is overruled. 
Did you tell him that you brought them in and ‘hat you 
could take them out? 
The first time I said that to the FBI man was on the tele- 
phone, to the Assistant U, S, Attorne, They called me 
and talked -- 

THE COURT: That isn't whet he 


is talking about. 


Did you tell that to the FBI man? 


Yes. 
Now the spz. ‘cation of Mr. Gill, and a copy of which is 
D-1, is it not? 


Yes. 
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Can you tell me prior to going to the office of the Sma 11 
Business Administration with Mr. Gill on the day you were 
arrested, did you go to the office of the Small Business 
Administration and see anybody? 

Prior to the 18th? 

Yes. 

On January 4th, 1974, I had an appointment with Mr. 
Garrity. He turned it over to Mr. Qualey. He was too 
busy. 

Did you talk to Mr. Qualey about Mr. Cill's application? 
Yes, sir. 

And did Mr. Qualey write in notes on thia Ex ibit D-1 in 
his own handwriting ‘hen you talked to him: 

Yes, sir. 

At that time did you show Mr. Qualey any income tax forms 
of Mr. Gill? 

Yes, I hed made penciled copies that I had prepared on an 
estimated basis. 

What did you do with your penciled copies? 

I took them beck to Corning with me. 

What is the man's name you were dealing with? 

Qualey. 


Did Mr. Qualey make copies of your penciled copies? 
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Yes, as he did with Page 2 on the application, which we 
also filled in un that day. 

As I understand it, ther, you both filled in the informa- 
tion on the back of the first page of D-1 together %n that 
day? 

Yes, 

Althcugh this {s a copy, it is not the original, is that 
correct? 

That's correct. It is correct. 

You kept the original of that application? 

They had the original that I had prepared, which is this. 
They gave me a machine copy on January 15, 1973, the dead- 
line for filing. This was one of the twenty-seven I ran 
in before the deadline. Page 2 was incomplete. On their | 


machine they gave me this copy. Page 2 was yet to be 


filled in. ‘That was filled in on Janusry 4th, 1976, with | 
Qualey. | 


So all the information about Mr. Gill's financial informe- 


tion was done by both you and Mr. Qualey ou this date to- 
gether, January 4th, 1974? 

Yes. 

And at thet time you filled in that second page of this 


application, D-1, is that correct? 
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Yes, 
And at that time you let Mr. Qualey make photocopies of 
these 1040 forms that you had with you, is that correct? 
Yes. 
And you then brought your office copy of those forms back | 
with you, is that correct? 
Yes. The copies she made where he had to make pencil 
marks on because some of the writing was illegible, I 
believe the way it copied, so he asked me to make copies 
and bring them in the next time I came. 
You admit, do you not, that you did rip up the copies? 
Yes, sir. 
Were those copies the copies that you brough* with you 
that day? 
Yee, sir. 
Were they ever in the file of the Smell Business Adminis- | 
tration? 
Never. 

MR. LEVY: Your Honor, I have a 

new series of questions to ask. 
THE COURT: We will recess until 
two o'clock. 
(A luncheon recess was taken at 


12:30 p.m.) 
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Rochester, New York 
Thursday, April 1, 1976 
2:1 p.m. 
(Trial resumed; jury present.) 


WALTER R, CONLIN, 


the Defendant, called as a witness {n his own behalf, having 
previously been sworn, testified further as follows: 
DIRECT EXAMINATION CONTINUED 


BY MR. LEVY: 


| Q Mr. Conlin, did there come a time that Mr. Gill came to 


you in regard to making application for a Small Business 
loan? 

Yee. 

About when was that? 


It would be in the fall of 1972. 


And in the course of your work for Mr. Gill, did you 
search your records in regard to he filing of that 1970 
return and a 1971 return? 

I looked at his records, yes. 

Were you able tc find any records in your office in regard 
to a 1970 return? 


No, sir. 
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Do you have any explanation as to why they were not there? 


Either part of the file was missing, but I can vaguely 
recall a rat race to get his '70 return out, and although 
I had the usual type of "T" account structure, in lieu of 
that general ledger, to strike a tr..1 balance, his records 
weren't sufficient for that, so we sat down together -- 
I'm not asking you to go through it. Just tell me why 
you cannot account for it not being here? 
It wasn't my usual format in preparing it. 
In any event, you couldn't find his 1970 file, is thet 
correct? 
That's correct. 
Bad you filed e 1971 return for him during the time of 
the spplication for the SBA loan? 
No. 
What was the source of the information on the application,| 
Defendant's Evhibit 1, 2 SBA loan, Defendant's Exhibit | 
1, particularly the second page that you had which was | 
filled in on January 4th, 1974? 

THE COURT: Are you telking now. 

about the Gill application? 

Yes, his compilation of flood losses in December of some 
$80,000. 


What was the source of the information on the 
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second page as to his prior earnings ed his selence 
sheets? 

He started me out with a beginning figure. 

Who gave you the figures that were on that page? 

We worked them out together. 

By "we," who do you mean? 

Mr. Gill and myself, and then it was actually completed 
with Mr. Qualey and myself. 

So that the input onto that second page were three persons, 
Gill, you and who else? 

Mr. Qualey. 

And that page was actually filled cut, yi say, on January 
4th, 1971? 

No. 1974. 

I'm sorry -- 1974. 

Now that Form 1040 rhat you brought to the Small 
Business Administrat’ un office for the year 1970 and 1971, 
that ‘sti finally ripped up, who gave you the information 
to put on those two forms? 

Mr. Gill and myself worked those out together. 
And who gave you the source of the figures as to his 
gross receipts? 


Mr. Gill. 


A 
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Nid you keep any of Mr. Gill's books and records f-. che 
operation of his photography business in your office? 
No, sir. 

Did he bring those books and records with him when you 
discussed the preparation of hose forms? 

No, sir. 

Then how did you get that information? 

His estimate based upon his fiood losses. I wanred to 
work a projection, inventory turnover, how many times 
would his inventory turn over, get a margin percentage, 
do an estimating job, and he estimated the initial sales 
figure to begin with. 

Nuring 1972 end 1873 you did recommend certain real estate 
appraisers to your clients in regard to flood loss, did 
vou not? 

Whenever you asked that I recommend someone, I recommended. 
fne of the persons thac you recommended was Mr. Brush, 
is that correct? 

Yes. 

Now in your relationship with Mr. Brush, did you ever 
suggest to Mr. Brush the value of the property before or 
after the flood? 


No. 
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In his appraieals, did he supply thet ae his opinion? 
As his appraisal came {n, and they didn't even come to 
me, they came ro my girl. They were all his opinions. 
So that you didn't discuss his opinion with h’s. The 
appraisals were given to you, and the first time you saw 
him, the figures were on, is that correct? 
Yee. 
What about this letter that you sent to accountants in 
regard to IRS regulations for flon? damage? 
I dida’t send any letters to accountants. 
Did you send any to real estate appraisers? 
Yes. 
What was the purpose of sending that to real estate ap- 


praisers? 


Several of them had talked to me about it and hed requested 


it. 

What was the source of your information that you put in 
your letter? 

The official tax service, Commerce Clearing House, Xer ox 


copies of it. 


Did you attach copies of these tax services, do you recali? 


Yes. 


Did you in any way suggest to thew how much to value the 
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property, before or after? 

No. 

What about your busines volume of the number of returns 
you prepared? Was there a marked difference in your 
volume between the returns for the rax year ‘71 and the 
tax year ‘ -: 

Yes. 

And can you explain in your own words what the increase 
or decrease was? 

Almost double, '72 over '71. 

At that time chat the volume doubled, were rhere other 
tax nrepsrers in the Corning area that went out of business? 
Yes. 


And how many? 


™wo died and one sold out. 


Couldn't you give us the names so we have something in the 


record here? 

John Thomas died in ‘71. Morris Dobromil died in ‘72 or 
'73, and Howard Clark sold to an Elmira firm. 

hid the affect the volume of business you had in preparing 
raxes? 

Yes, 


“ould you tell the jury, in layman's language, what ~-thod 
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you used t© prepare income tax returns? 

I would always use a prior record to refer to. It saved 
time and also pertained to rhe client, specifically items 
that he had for the prior year. I would use a colored 
pencil so it would not be confused with any markings on 
the form from lest year. A checkmark beside the item on 
the prior year's return indicated to retain the item; 
an X-mark in color by the item on the prior year's return 
indicated eliminate the entire item -- but a new amount, 
we wrote the new amount in colored pencil. 

You used a copy of the prior year as a guide in vour 
inter view? 

Yes, sir. 

Tell us y «< syetem of interviewing? 

A personal interview, sitting across from my desk, and 
everything was done in conversation, item by item. If 
was a complete review in front of my clients as they so 
instructed me. Any questions were discussed, and they 
gave me the final answer on what to do in each instance. 
How long would these interviews lest? 

The minimum average was three quarters of an hour, and 


gowe of them went an hour to an hour and a half, and some 


longer. 
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‘hat was the procedure in they didn't get answers toe 
particular problem at the interview? 

we would put a red "¥" beside the item if it was un the 
prior year return, and if we needed the new amount for 
the new year, we would write on my worksheet those items 
for which we were awaiting answers, and I would always 
try to put in red pen, in ink, "Due," meaning whet infor- 
metion was due, and draw an srrow through the item in 
question on my worksheet. 

And did you keep # record of your worksneet, any record 
of the interview? 

Yes. 

And did you make a record in your own handwriting of the 
interview? 

Yes. 

What did the girls in the office do in regard to this 
procedure? 

As informetion was telephoned in, or brought in, it was 
pleced in a special file for incoming information. Mrs. 
Beach and anyone else working on the rcturn would take 
that information and match it to the returns where there 
were any questions. If it wes anvthing that requ. 2d my 


review, it was brought back to me; otherwise, it wes com 
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pleted. They would frequently contact the client again, 
too. 

So the besis of your system was to us«~ the prior year as 
a check-off List, and you went through every item of the 
prior year to do the present year that you were acting 
on, is that correct? 

Yes. 

And you had the prior year in front of you during the 
interview, is that correct? 

Yes, sir. 

“o that your questions were as to whether or not the 
{tems were the same, changed or different? 

Yes, or additional. 

Or additional? 

Yes. 

Now in doing some thirteen hundred returns, did you make 
come errors? 

Yes, sir. 

4nd in doing the returns, did some of your employees make 
some errors? 

Yes, sir. 


In relationship .o your own SBA loan -- first, what prop- 


erty did you own that this applied to? 


eo F> 
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“y residence at 149 Fuller Avenue in Coraing, New York. 
And was this damaged in the flood? 
Yes, sir. 
And for how long were you unable to live in this house? 
Until October 28 of 1972. 
So that you were unable to live in it from the time of the 
flood, June 23rd, through the middle of October of the 
same year? 
Yes, sir, 
And where did you live in the interim? 
Until the 28th of September, '72, we camped on the front 
lawn of a relative. 
THE COURT: What are you saying 
September or October? 

The 28th of September, ‘72, until that date, we camped 
on the front lawn of a relative in Montour Falls. And 
then tor the month of October, we camped in our own 
driveway. 
sad by "camping," what did you live in? 
A little travel trailer. 
How big was this travel trailer? 
Twenty-one feet long. We cooked in our driveway until 


February 28 of '73. 


> OO F A 
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What was the specific damage to your house? And I'm not 
asking the amount of money -- I'm asking what kind of 
damage was this? 

The water was approximstely four and a half feet on the 
first floor. 

So that on the first floor above the foundation, the 
water went for ab~r four and a half feet? 

Yes. 

Then ‘tat abour the celler? 

Approximately fift~ per cent of that was out, end the 
next day we got some telescopic steel poles to support 
the house. 

When you say thet your cellar was "out," what happened to 
the cellar as a result of the flood? 

The back completely caved in, and about fifty per cent 
of the rear of both sides caved in. 

You made an application to the SBA to repair this house? 
Yes. 

And you were pranted a loan for that pur pose? 

Yes. 

And how much did they grant you as a loan? 


It was about $24,000, I believe. The application is back 


there. 1 don't have it before me. 


2 
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id you make the application in time for thie deadline 
that was mentioned, January 15, ‘73? 
That is when I took tt tn. 
You took it in on the deadline? 
Yes, sir. 
And when you took it in on the deadline, did you have 
with it the last year's tax return? 
No. I took chose in later. 
So when did you take in any 1940 returns, approximately? 
I would estimate about the middle of the year of the year 
of 1973. 
And where did you take them? 
To a Mr, Goodwin, 
was this at the office of the Small Business Administra- 
tion office? 
Yes, sir. 
And at the tiwe that you took the forms in, did you have 
a talk with hin? 
THE COURT: What forms? 
MR. LEVY: These 1040 fores. 
THE COURT: For what years? 
‘70 and ‘71. 


oid you have a talk with him? 


9 


410 li: i3 


Testimony of Waltz: R. Conlin. 


res, sir. 
What did you say to him, and what did he say to you? 
He said the '70 has been filed, and the ‘71 is estimated, 
that the ‘71 has not been filed. 
Was the return signed when you gave this to this gentlemen, 
the '71? 
No, sir. 
Have you since filed a return? 
Yes, sir. 
THE COURT: Filed them with the 
Internal Revenue Service? 
Yes, sir. 
Is it filed in the -ame condition with the same figures 
that existed on it when you gave it to this man? 
Exactly. 
él you tell us why you took all this time you file that 
return? 
Yes. I had it completed the first time about A; il of 
1972. 
THE COURT: You are talking now 
abou- the ‘71? 


The '7l return, right, and I decided I'd better apply for 


an extension, so { had the automatic extension to June 15 


ra) / 
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of '72, and then re-applied to July 15th. The flood came 
in June 23rd of '72, so I applied for what was called an 
extenuating circumstance extension, which I did for all 
my flood clients, for which the ‘71 retur. had yet to be 
filed. 

Q Did you have an understanding with your clients about 
doing their work before you did your own? 

A Yes, sir. 

Q What did you tell them when they asked about when you 
were going to do their work? 

A It was like a sinking ship, everyone wanted everything 
at once. At one point I gave them e letter saying that 
I would do theirs before I did my own, and I said, "Please 
be patient." 

Ard did you comply with that under standing? 

A I did. 

Q In regard to the various taxpayers that came in to see 
you, or you can call them clients, that came in to see 
you, and the ones mentioned in the indictment, starting 
with Mr. and Mrt. Chear.es Ryder, Count No. 1, did you 
keep records in regard to the interview that you hed 
with them? 


Yes. 


1015 
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And do you have tuem in front of you? 
Yes. 
(D-9A marked for identification.) 
I show you D-9A for identification and ask if this is 
your office copy of the interview and your work papers 
in regard to the Ryder 1972 return? 
Yes. 
Starting with the casualty loss, did you have a conversa- 
tion with the Ryders about their casualty loss? 
Yes. 
What did they tell you? 
In the conversation I advised them they were not limited, | 


just the amount that they submitted for loan purposes to | 
SBA. They said they were going to delve into thet. They 
outlined the furniture, rugs, trunks with clothes and 
other items, heirlooms, antiques, and they said that would 
be over $5,000 more than they submitted to SBA. | 
What did you say to them when they said it would be an 
additional $5,000 over what they applied to SBA? 


I said, "For a figure like that, I would appreciate if 


you present me with your list to the best of your recol~ 
lection of what you lost in the flood." 


What did they say to you? 


That they didn't have such «@ list. 
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Q What did they then say to you? 
A I urged them to draw one up. They insisted that they 
didn't care to. I said, "I don't fee! like putting an 
mount down in excess of $5,009 without @ list," so they 
said, "Use two-thirds of that, $3,300,"which would add 
that amount to their SBA application to $4, 832.61. 
Q Are you reading from your notes thar you took at the 
time you talked to them? 
A Yes. I took seventy per cent of that figure, 3,382.83. 
Q Did they tell you that that was their opinton of the 
amount that they lost in excess of the SBA loan? 
A Yes, sir. 
Q And did you tell them to produce 4 list at a later time? 
bs I urged them tc, and they said they would do it. 
Q Did they ever give you such a list? 
A No, sir. 


What did they say to you in regard to their gasoline tax? 


> Sb 


They had a truck, a car and a Honda, and they gave me the 

amounts, 22,000, 18,000 and 7,009 miles. 

Q And did you then put down a figure on their tax return 
from those miles? 

A By referral to the IRS chart, I did. 


What did they tell you in regard to what you call "Sales 
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tax, building materiale"? 


That refers to the post-flood replacement, rebuilding. 


What did they say to you? 
They gave me se specific amount of sales tax in the amount 


l of $50, which I didn't identify. ‘Then they said, "Plus 


the $1,300 of SBA money spent," so I took the seven per 


cent of the $1,300 post-flood replacement money spent, 


and it was $91, plus the $50 figure they gave me, equals 

$141, which I put on their return and spelled out in 
front of them when I did it. 

Q What did they say to you in regard to child care expenses? 
They paid fifteen dollars s week and ten dollars a week 


for a total of twenty-five dollars. 


Q When you talked to them, did you have in front of you a 


A Yes. 
And did you f/11 that out in their presence? 
Yes. 


And weat did they tell you to put on Form 24417 


> O© F> Af 


copy of Form 2441? 
| Twenty-five dollars a week for January anc February, 

| and there being five weeks in March, it was $125, out of 
$25 a week, and $25 a week in April and May, and in four 


| 
| weeks that was $100. And five weeks in June would be $125. 
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And $10 a week in July and August, and thet was $40 each 


for those months. $25 a week in September was a five-week 
month, $125. $100 in October; $100) in November; $125 in 
December. 
THE COURT: Does it say what 
they gave you as a total for child care? 
I don't recall the totel. 
THE COURT: You can figure it 
out now from the figures? 
$1, 180. 
Did you fill out that form in their presence? 
Yes, sir. I told them a total. 
And did you keep a copy of that form in your possessicn, 
in your papers? 
Yes, sir. 
And Count No. 2, which refers to Jane Payne, did you also 
have a file of Jane Payne's 1971 return? 
Yes. 
And did you use that in your interview? 
Yes. 
MR. HOULIHAN: May I have the 
notes that you are through reading from? 


MR, LEVY: What? 
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MR. HOULIHAN: May I have the 
notes that he was just reading from? 
THE COURT: Wait a minute. You 
can get them later for cross examination. 
MR. LEVY: We will turn them 
over to you for cross examination. 
DIRECT EXAMINATION CONTINUED 
BY MR. LEVY: 
Did you keep notes as to your interview with Jane Payne? 


Yes. 


March 14, 1972, 9:30 to 19:00 p.m. 


And who was present? 


Q 
A 
Q_ And tell us when this interview was. Do you have a date? 
A 
Q 
A 


For the '71 return on this date, March 14th, ‘72, just 
Mrs. Payne was present. 
Was she in your office? 


Yes, sir. 


And she sat across the desk from you? 
Yes. 


Did you ask her questions from her ‘71 return? 


Yes. 
And did you keep notes as to the various items that you 


asked her about? 


> 
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Yes. 

And about how long did this interview last? 

On this occasion it was one-half hour. 

And did you see her again in regard to this particular 

return? 

On the next year's return, I did, and on this one she was 

alone this night. 

You are talking about the ‘71 return now? 


Yes. 


THE COURT: Wait a minute, ‘72 
oc ‘717 You said on the '72 you had 
the '71 return in front of you? 

On March 14, 1972, I prepared the 1971 return. 

You have in front of you your notes for the 1971 return, 
is that correct? 

Yes. 

When I em asking you questions now, you are referring to 
your ‘71 return, is thet right? 


Yes. 
So that we go back in this interview, which was with 


Jane Payne alone for that ‘71 return, is that correct? 


Yes. 


THE COURT: This indictment 
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deals with the '72 return? 


MR, LEVY: Yes, Your Honor, but 


the fects of the '71, we feel, are im 
portant as far as the '72 return is con- 


cerned. 


THE COURT: ‘They are not import- 


ant except as they were used to firs 
the 1972 return; otherwise, it was a 
closed matter. 
MR. LEVY: That's correct, but 
it shows his process, and I think it is 


important in this case to do it. 


THE COURT: I don't see how it 
{s important at all unless in the “72 
interview regarding the 1972 return, he 
| referred to the 1971 return. 
| MR. LEVY: That is correct, Your 


I Honor, he did, and not only that, he 


| 

| geined knowledge in making the ee 
return that he used in making the ‘72 
| 


return. 


THE COURT: But all the knowl- 


edge was put in the 1971 return which 


1022 
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he had in front of him? 

MR. LEVY:. That's correct, Your 
Honor . 

THE COURT: In other words, that 
was a culmination of the interview, 
which went into the actual 1971 return? 

MR, LEVY: That is correct, 
Your Honor. 

THE COURT: I don't see that it 
is important, how he arrived at that. 
The ultimate was put in the ‘71 return. 
It is the '73 interview that is import~- 
ant. Now you can show how he used the 

1971 return in the 1973 interview re- 
garding the 1972 return. 

MR. LEVY: That is what I intend 
to do, Your Honor. 

: THE COURT: You are proceeding 
as if the 1971 return is attacked. It 
isn't. It is not the subject of the 


indictment at all. 


Ne, it isn't, Your 


MR, LEVY: 


an > 2 > LD 
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MR. LEVY: Would you mark there 
for identification? 
(Defendant's Exhibite 19 and 11 
merked for identification.) 
Now going to D-11, are those your worksheets on the inter- 
view for the 1972 return? 
Yes. 
When was the interview for that return? 
March 21, 1973. 
Who was present at that interview? 
Jane Payne on this date. 
Did you talk to Jane Payne in addition to that inter: few 
in preparing the '72 return? 
Yes. 
Can you recollect when, or do you have any notes 46 to 
when? 
Yes. She and her husband came in, and her husband pro- 
vided me with a worksheet on his business papers, but she 
didn't have the balance and said she would come back later 
and made the appointment for March 21, 1973. 
In regard to Jane Payne in the year 1972, did you ask her, 
or did she tell you whether or not she owned a specific 


piece of real estate in the '72 inter view? 


N74 
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THE COURT: The ‘73 irrerview. 
I'm sorry -- the '73 irterview? 
I didn't discuss ownership in 1973. 
Had you discussed ownership of real ertate with her in 
the 1972 interview for the 1971 return? 
Yes. 
I show you Exhibit D-19 for identification and ask you if 
they are your worksheets for the ‘72 interview for the 
year 19717 
Yes. 
And did you have a discussion then as to the ownership 
of any real estate she owned? 
Yes. 
What did you say to her and whet did she say to you? 
She presented me real estate taxes to deduct on a slip 
of paper. I asked her if her name was on the deed, be- 
cause I know she l.ad been living in a rental building 
before that. 
What did she say when you asked her if her name was on 
the deed? 
She said, "Yes," that it was on the deed with her father. 
Did you ask her whether or not anybody else's name was on 


the deed? 


an > GS >? 
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Yes. 
And what did she say? 
She said she had moved into her father's home where her 
sister was living, so I asked her tf her sister's name 
was also on it, and she said, "No." 
Did you treat the real estate taxes a8 @ deduction in 
the ‘71 return? 
Yes. 
Did you use the figure she geve you for the real estate 
taxes? 
Yes. 

THE COURT: The 1971 return? 
Yes. 
Now in regard to the '72 return, did she bring you a 
list of the real estate taxes? 
Yes. 
Did you use the list she gave you to put on her return? 
Yes. 
Did you have a discussior. w.th her as to whether or not 
this house she lived in was damaged in the flood? 
Yes. 
Tell us what she said to you and what you said to her in 


thet regard? 
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My notes Itndicate, "Flood -- cellar was filled. Tires 
feet of water ara: tte lovsve, Vard a mess. Ceilar 
needed strcngrhentng.” 
Did you have a tal’ with her as to rhe dollar amount of 4 


this damerc? 

Yes. 

What did you say to her, and what did she * y to you? 

I asked her {f she had someone who would p* for ‘t {mme- 
diately befcre the flood and right after the flood, the 
very next day, how much did she feel that she would have 
to concede in selling price to get the person to buy. 
What did she say to you? 

She said she would have to ges it I urged her to 
get a realtor. 

Then what did she say? 

She said she would rather not go to that expense. And she 
estimated a $3,900 drop in market value, and that is what 
I used. 

Did you have a talk with her in regard to her tnterest 
expense at the I coln First Bank? 

Yes, sir. 

And how was thie menttored? 


Tt was listed from the prior vear, ©o T asked ber if 
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there was any for 1972. 
And what did she say? 
She said, "Yes," and gave me the amount. 
THE COURT: How much did she 
give you? 


$117.18. 


In regard to Mr. and Mrs. Payne, is their -ase still pend- 


ing in the Tax Court? 
Yes. 
And it hasn't been resolved? 
That is correct. 
In regard to Count 3, Adrian N. and Edna Van Alstine, do 
you recollect having an interview with them? 
Yes, sir. 
MR. LEVY: Would you mark this 
for identification? 
(Defendant's Exhibit 12 marked 
for identification.) 
I show you D-12 for identification and ask if these are 
the worksheets by which you prepared the 1972 return? 
Yes. 
Can you tell us when they came in to see you, or did 


they both come in, or just one came in or what? 


a 
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tiay I ask a question for clarification? 

Yes. 

I'm talking about the 1940, '71, is that correct? 
THF. COURT: ‘No, ‘72. 

and I am asking for the '72. 


No 


, 


Oh, that is not D-12 then. 


MR. TEVY: Would you mark this 
for identification? 

(Defendant's Exhibit 13 marked 
for identification.) 

MR, LEVY: And this is the 
interview? 

THF COURT: Tf that information 
{s wrong about D-12, what does D-12 
relate to? 

MR, LFVY: To the 1971. 


Is that correct? 


NOG. 


THE courT: ‘71 -- all right. 
And D-13, then, refers ro the ‘72, is that correct? 


Yes. 


Can you tell vs now when vou had rhe trrerview with them 


the '72 return? 
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Merch 13, 1973, 7:1 p.m. 
Did they both come? 
Yes. 
And did you use their ‘71 return in fathing to them? 
Yes. 
Did you go throwgh the items of their '71 return? 
Yes. 
In regard to the ‘72 interview, about how long did it 
take? 
This took three cuarters of an havr on that day. 
Did you discuss with them their gasoline tax? 


Yes. 


And what did they say to you and what did you say fo them? 


I reviewed the 1971 in which they had three vehicles. I 
read the amounts. And they said, "Drop the 34,000 mile 
vehicle off, and you would only have two vehicles in "72. 
Retain the same mileage for the two vehicles remaining 
that we had in '71." 

And that is what they said? 

That is what they seid. 

Did you tell them how many miles that represented? 

Yes, sir. 


What did they say to you? 


nn 
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A ‘hat they would use the 27,799 for one vehicle and 18,009 

for the other vehicle. 

Q vid you talk to them about interest eypente, installment 
purchases? 

A It is on the installment purchase line that I always refer 
ro tt as "miscellaneous interest." We don't mean it as 
"Snstallment purchase." That is a convenient line to use, 

2 Did you talk to them about miscellaneous interest? 

A Yes, every year. 

THE COURT: “We are not talking 
about “every year." We are talking 
about this year, ‘72. 


THE WITNESS: Yes. 


Q Was there an item for "miscellaneous interest’’ on their 


'7L return? 


% And what did you say to them in regard to thar? 
A {[ asked them how that figure would cornare for the figure 
of 1972,if they felt they had that much more or less. 
| Q What did they say? 
A T said, "Tf we sre going closer to $190, you had better 
vet a breakdown," so they pave me 89°. 14, | might have 


suggested rhe figure "$98.14," bur thev told me to use it, 
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™n regard to theic casualty loss, did you have a talk 
with them abour that? 
Yes, sir. 


What was said? 


"Water is four feet deep in the cellar. Terrific seepage, 


The creek needs dredging. Need to drain the land and dry 
out the cellar. They will never be able to sell the house 
as it is with four feet of water in it." 

Did you talk to them about the extent of their loss, 
dollar-wise? 

Yes. 

What did you say to them, and what did they say to you? 

I urged them to have a realty appraisal. 

that did they say? 

They were afraid if they had a realty eppraisal it would 
become a matter of ‘ocal record, and they didn't want a 
realty appraisal. Then 7 said, "Use your own best judg- 
ment.” 

How did you arrive at the figure for this casualty loss? 
They estimated rhey would have to concede a $3,000 drop 
in the selling price if they were to sell tr . ight after 
the flood -- and as to what they could get for it {mme- 


diately preceding the flood. 
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Now Mr. Van Alstine brought in @ nore fo you telling you 


not to put the $3,000 flood damage in the return, did he 


not? 
Yes, sir. 


And do you have a copy of that note? 


This is the very note he brought in to me, sir. in the 


enve Lope. 


Then did you have a talk with him after that note was de- 


livered to you? 
Yes, sir. 


And where was this talk? 


By the telephone, three or four of them. He kept calling 


back to discuss it. 


And what did you say to him, and whet did he say to you 


in regard to that note? 


My message to him was that this tax return was a confiden- 


tiel matter. that it was not public information, and that 


if he felt he had s casualty lose, it would not be published 


publicly. It would not affect his market value. The only 


thing that would affect his market value, in ay opinion, 


was if he failed to rebuild the property and that would 


affect it, whether he took the loss or not. So I left 


that understanding with him, to just let me know what he 
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wants me to do, 
Did he come to pick up the return for signing? 
Well, he called in and told me to proceed. 
THE COURT: You mean to procced 


with the $3,000 figure? 


Yes, sir. 


Now these safety shoes, and they are not on the indictment, 


but were they mentioned in regard to the ‘72 return? 

Yes, sir. 

Had there been safety shoes on the ‘71 return? 

Yes, sir. 

And did you ask him about the safety shoes in the ‘72 inter- 
view? 

Yes, sir. 

And what did you say to him, and what did he say to you? 

He said, "Take the same as last year, two pair, the same 
price." 


The same price? 


Sixty dollars for two? 
$61.44, $30.72 a pair. 
In regard to Count No. 4, Ross, did you have an inter view 


with the Rosses in regard to their 1972 tax return? 
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Yes. 

Did Mr. and Mrs. Ross come together, or did ft! come 
alone, or what? 

Just Mrs. Ross. 

What was the date of the interview? 

March 16, 1973, 11:40 a.m. 

How long was she with you? 

Three quarters of an hour. 

Did she bring in any notes and papers? 

As memory serves me, she hed something that she referred 
to when she talked with me. 

Did she give you a worksheet? 

No, sir. 

In regard to her medical expenses, did you talk to her 
about various doctors and lt. w much their bills were? 
Yes, sir. I just ran through lest year's list. 

And on last year's list, was there Dr. Bresloff, Dr. 


Darling and Dr. Ober? 


What did you say to her in regard to those three doctors? 
I didn't single out these three. I just asked her the 
amount. She indicated that she would have to check the 


amount, and she would call me back. She called me back 
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that seme day. 


And what figures did she give you in regard to these three 
doctors when she called you back? 


Dr. Bresloff, $120; Dr. Darling, $25; Dr. Tichane, $27. 


How about Dr. Ober? 

Dr. Ober, $70, medical mileage. 

In regard tc interest expense, installment purchases, did 
you have a discussion with her about that? 

Yes. sir. 

What did ycu say to her, and what did she say to you? 

I asked her if she had ary for 1972 like she had in ‘71. 
And what did she say? 

She estimated an amount, $94.12. 

Did you talk to her about any casualty loss that she had 
as a result of the flood? 

Yes. 

Did she tell you whether or not she had any such loss? 
Yes, she did. 

What did you say to her, and wnat did she say to you? 
She had her list on perconalty, and I used seventy-five 
per cent of her total on realty. 


THE COURT: You used what? 


Seventy-five per cent of her total. 
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THE COURT: Why didn't you use 


the whole total? 


Because she had the replacement cost, original cost, and I 


allowed for drop in market to be as close as to what we 
would say immediately before the flood, which would not 
be the new price, in my opinion, which she had on the List, 
Did she have any damage to her real estate? 
Yes, she did. 
What did she say about that? 
"Four and a half feet in the cellar." 

She had a family room in the basement. 
Did you talk about how much this would be? 
Yes. I urged a realty appraisal. She did not want one, 
so, again, I asked her what she would concede in price 
if she had a buyer. 
What did she say? 
Five thousand dollars. 
Did you tell her at some future time she may need « real 
estate appraisal? 
I make that s standard appraisal. 
I'm not asking you what you do -- 
Yes. 


Did you talk to her about whether or not she had a SBA 
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loan? 
I don't find a notation on my worksheet to thet, sir. 
Is this your interview on your worksheet? 
Yes. 
MR. HOULIHAN: May this be merked, 
please? 
MR, LEVY: Mark thie for identi- 
fication, please? 
(Defendant's Exhibit 14 marked 
for identification.) 
Now the next item on the indictment has to do with Paul 


and Vicki Carozzoni. Did you have an interview with these 


people in regerd to their ‘72 return? 


Yes, sir. 

And did you talk to both of them, or did you talk to one 
of them slone? 

Both of chem. 

Where did you talk to them? 

In my office. 


Whet was the dete and time of the inter view? 


January 26, 1973, 11:25 p.m., and again on April 6, 1973, 
11:45 a.m. 


There are three items on this indictment, one being mis- 


Q 
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cellaneo's deduction, union fees. Did you have a talk 
with them, or with him, about union fees? 

Yes, sir. 

What did they say to you, and what did you say to them in 
regard to union fees? 

He said he was new in the trades, and he would have to ad- 
vise me. He would have to find out. 

Did you have # talk with them about casualty loss? 

Yes. 

Did they tell you whether or not any of their property was 
damaged in the flood? 

Yes. 

What did they say to you? 

They said that the water undermined their steps, and the 
cellar well bulged. 

Did you ask him whether or not he had an estimate to fix 
the cellar wall? 

I don't believe so, but I urged him to get an appraisal, 
and he did. 

Did you refer him to anybody to get an appraisal? 

Yes. I gave him the names of three. 

And who did he choose? 


He chose Millard Brush. Well, whether he chose him, or he 
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was the only one he could get, I don't know. 
But Millard Brush made an appraisal of the dame ge? 
Yes, sir. 
And did he give you an opinion of the before value and 
after value of thet real estate? 
Yes, sir. 
Did you have anything to do with telling Mr. Brush the 
amounts to put in thet sppreisel? 
Ho. 
Was that his own opinion? 
Yes. 
Had you suggested to Mr. Brush the form of the appraisal 
so a8 to meet the requirements of Internal Re venue? 
Yes. 
And how did you do that? 
Several realtors had requested it, so I took pictures of 


our tax service, Commerce Clearing House, Code Section 


1. 165-7(a)(2), illustrations and everything. 


It had illuetrations in it? 
Yes, sir. 

And you mailed those to them? 
Yes, sir. 


Did you attach a copy of this appraisal to their return? 


> an } fA 
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Yes, sir. 

Do you hk. © # copy in your file? 

Yes (indicating), and this is their original signature, 
incidentally. 

And you put @ copy in along with their return? 

Yes. 

Did they tell you whether or not they had an SBA loan? 

I don't see anything on wy worksheet about an SBA loan. 
In regard to this casualty loss, what figures did you use 
to put in the return? 

4 $3,000. 

What is the source of those figures. 

The drop in mark jue, based on Mr. Brush's appraisal. 
What figures did you m in? 

$3,000. 

And the actual figures in the return were $i¢. deducted 
from that, making it $2,900? 

Yes. 

So you used the $3,000 minus the $100 deductible, and the 
total in the return was $2,900? 

Yes. 


Did you tell them you were putting thet in their return? 


Yes. 
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Q In regerd to rental t:cove from this property that was 
damaged, did you aave any conversation with them about 
rents that they toox in? 


No, sir. 


| Q Did you have any conversation with them about rental ex- 


pense? 


No, sir, not for deduction. The next year they had to 


break it down. 


I'm not asking you about "next year." Did they tell you 
about any rental expense? 


¥ No. 


Q So you neither put in rental income nor rental expense in 
\ that return, is that correct? 
| A Correct. | 
| Q Did they tell you that they had moved into the property 
after th flood? 
A Yes. 
| Q Did they tell you whether or not they had worked on 


remodeling the house before the flood? 


\ A Yes. 


| 
Q Is their case still pending before the Tax Court? 


A Yes. 
| THE COURT: We will take a short 
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recess at this time. 
(Recess take: from 3:25 p.m. to 
3:35 p.m.) 
MR. LEVY: Would you mark this 
for identification? 
(Defendant's Exhibic 15 marked 
for identification.) 
y, D-15 is the Carozzoni work papers for the 1972 return, 
is that correct? 
A Yes. 
Q Now the next one is Bassney, Count 6. Do you have your 
file on that? 
A Yes. 
Q And your 1972 work papers for the 1972 tax? 


A Yes. 


MR. LEVY: Would you mark this 
for identification? 

(Defendant's Exhibit 16 marked 
| for identifica‘ .on.) 
Q I show you D-16 for identification aad ask if these are 


the Bassney work papers for this 1972 tax return? 


A Yes. 


I ask you, did you have an interview with these people? 


on > AD > 
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Yes, just Mr. Bassney. 
What was the date of the interview? 
May 10, 1973. 
In regard to the gasoline tax, did you have a talk with 
him? 
Yes. 
And just quickly, what was said? 
"two cars, 34,000 miles, 24,000 miles." 
THE COURT: What were those 
figures? 
34,000 miles and 24,0°0 miles. 
And then did you discuss with him post-flood replacement 
of materials? 
Yes. 
What did you say, and what did he eay? 
He gave me three amounts, $513, $106 and $85 for a total 
of $704 at seven per cent sales tax, $49.28. 
THE COURT: What is the amount? 
$49.28. 
Did you enter that on his tax return? 
Yes. 


Interest expense: Installment purchases. Did you tal 


about that with him? 
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Yes. 
And what was said? 


Did he have any in '72 like he did in 1971. 


Did you have the ‘71 return before you? 


Yes. 

What did he say? 

He said approximately the same, so I suggested $98.14, and 
he said, "Use it." 

What about the amount on his ‘71 return? 

$97.82. 


he knew that was entered on his return? 


you subsequently wrote a letter to Bassney concerning 
audit, did you not? 

I don't recall a letter in connection with rhe audit, sir. 

Did you write a letter to him where you made reference 

to his gasoline tax? 

Yes, I did. 

And how did you refer to this after the event? 

It was an obvious gues:. I can't recall the wording. 

Do you recognize that that was e guess? 

Yes. 

Tt was @ guess by who? 


By Mr. Bassney, and it was less than the previous year, 
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5,090 atles less than the previous year. 


Q And you recognized he was estimating this? 


MR. LEVY: Would you mar! this 
identification? 
(Defendant's Exhibit 17 marked 
for identification. ) 

Q ( show you vefendant's Exhibit 17 for identification and 
ask if those are your work papers in regard to Minier in 
Count No, 7? 

A res. 

THE COURT: This relates to the 
‘72 return, I take it? 
| A ces, 
Q and there are two items "gasoline tax and casualty loss,” 
In regard to the gasoline tax, what did he tell you? 


A “Use 2,909 more than the previous jar." The previous 


year was 52,000, so he used 54,000. 


sid did you discuss the mileage with him? 


Yes. 


> ff 


wid tid you diseuss how much he had used in the previous 
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Now on the casualty loss, did you have a discussion with 
‘iim? 
Yes. 
And what did he say, and what did you sey? 
He submitted their list of personalty loss, of which I 
used seventy per cent of the value he had placed on it. 
How much was that? 
He had a total cost of $3,144.80, and I used $2,291.36. 
Did he have any loss to real estate? 


Yes. 


And how was that determined? 


By a realty appraisal. 

ho made the appraisal? 

Millard L. Brush. 

In regard to this appraisal, did you suggest, or tell Mr. 
Brush to make any of the opintons of value, either be fore 
or after the flood? 

No, sir. 


Is that his opinion, as far as you are concerned? 


As far as I know, this is his opinion. 


‘Nat was his opinion as to the loss as @ result of the 
flood? 


nomediately before, 325,9°°, immediately after, $20,590: a 


444 
Testimony of Walter %. Conlin. 


$4,500 drop in market due to casualty loss damage to that 


property. 


Q And did you use that figure on your tax return? 


A Yes, sir. 
Q Were you told about an SBA loan? 
A don't have a memorandum on my worksheet regarding an SBA 


loan. 

Q And your total figure after considering those two items 
of personal property and real property damage as & result 
of the flood was how much? 

A $6,601.36. 

Q The next one is Lamb. Do you have work papers for Lamb 
for 1972? 

A Yes. 

MR. LEVY: Would you mark this 
for identification? 

(Defendant's Exhibit 18 marked 
for identification.) 

Q L show you D-18 for identification and ask if these are 
your work papers that you used in regard to the Lamb 1972 
(ax cetura? 

4 Yes. 


Q ead can you cell us whether you had any interview with Mrs. 
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Lamb? 
I had no interview with Mrs. Lamb. 
Did you get any information via your help in the office 
from Mrs. Lamb? 
Yes. 
Do you have a copy of that? 
Yes. 
Did you have any interview with Mr. Lamb as a result in 
preperation for the ‘72 return? 
Yes. One face to face and one by telephone. 
And can you tell us about when that interview took place? 
12:45 p.m. April 14, 1973. 
There has been talk here that Mr. Lamb works downstairs of 
your office, is that correct? 
Yes. 
He presently is in poor health, is that right? 
Yes. 
At the time of this return, whet was the general state of 


health, do you know? 


Generally, good. He was up and down, but this time of 


the year he was all right. 
Have you known him over the years? 


Yes. 
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Do you call him “Art''? 

Yes, sir. 

Do you go and see him often downstairs in the pharmacy? 
Frequently. 

And did you go through the various items with him, of hie 
and his wife's 1971 return, in preparing the ‘72 return? 
Yes. 

When you went through the ‘71 return with him, did you 
make marks on his ‘71 return for which to prepare the ‘72 
return? 

Yes. 

And did you go through the items of medical and dental 
expense with him? 

Yes. 

And gasoline tax? 

Yes. 

And interest expense, installment purchases? 

Yes. 

Contr ibut ions? 

Yes. 

Miscellaneous deductions for the Northside Business Club 
and the Northside luncheon meetings? 


Yes. 
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Yes. 
And you specifically talked to him about each of those 
items? 
Yes. 
And you got answers from him in regard tu that talk? 
Yes. 
Were the figures you put in figures that were discussed 
at that tim . 
Yes. This was just one figure. I had to wait for more 
informetion on it. 
What figure did you have to get for more information? 
BankAmer icerd. 
How did you get that? 
I got a telephone call from Art. 
What was the information you received? 
His wife had only one dollar, and he gave me $101. 
In regard to these figures, did you go over the medical 
and dental expense items together, $3497 
Yes. 
Did you put that on the return? 
Yes. 
And gasoline tax, how did you determine that? 


34,022 miles, which was 2,9O° less than the prior year. 
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understood was en estimate? 


And that you 
Yes. 
Did he? 
Yes. 
And the rest of the items, you discussed each one, und he 
gave you an amount? 
Yes. 
And thie was installment purchases? 
A Yes. 

Q How much? 

A $92.12. 


Q Marine Midland? 

B Marine Midland Bank I carried over # computation from 
prior years. I finished it up in 1972. 

Q Did you ask him whether he still had the loan? 


A I don't recall that, but I figured it out right in front 
of him. We discussed it, and he gave me the amount that 
I came up with. 

Q_ And you say his BankAmericard, that you got that $101 
amount by phone from him? 

A Yes. He said, "The one dollar amount is incorrect." 

Q_ And the contributions, did you go through the list of 


contributions with him fron the prior year? 
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Yes, sir. 
And miscelleneous deductions, did you ask him about North- 
side Business Club? 
Yes, sir. 
How much did he say that was? 
The same as last year, $30. 
And Northside Lunch meetings? 
The same as last year, $73.50. 
MR. LEVY: Would you merk this 
for identification? 
(Defendant's Exhibit i9 marked 
for identification. ) 
Now No. 9, which is Clark, and TI sh you D-19 marked for 
identification, your workshe: *s in regard to the Clarks' 
"72 return (indicating), and as I recollect, Clark was a 
mailman? 


A rural letter carrier. 


Didn't you have an interview with Mr. Clark? 


Yes. 

And when? 

February 7, 1973, 7:00 p.m. 

How long did thar interview last? 


An hour and a half. 


> S 
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And was his wife present? 

No. 

Had his wife sent along @ list of items? 

Yes. 

In going over these items with Mr. Clark, did you go 
through his 1971 return with him? 

Yes. 

And in going through that return, did you meke checkma.ks 
after the various items? 

Yes. 

Did you go through his medicwl and dental expense with him? 
Yes. 

And did Mr. Clark have to get any further informetion for 
you in regard to the list of doctors? 

Yes. 

And what did he get for you? 

Re used my telephone then and there. 

And who did he call? 

I don't know. I presume {. was his wife. 

Did he then provide you with a list of doctor bills? 

He called off the amount, and I called off the name, and 
he repeated the name and called off the amount, and I 


recorded it. 
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"id these total $418.90? 
(No ret ponse.) 
Did they as far as medical, deatel expenses, doctors and 
drugs? 
We claimed $461.62 on the return. I had to do some 
adding. 


Tell me how you arrived at your figure? 


Orthopedic shoes, $34.95; Dr. Kess, pediatrician, $18: 


Dr. Cohen, $24; Corning Medical & Surgical, $95.75: 
Dr. Lecuona, $18; Dr. Hoffman, $48. 

What was the total of all of your medical and dental 
expenses? 

$461.62. 

Is that what you put on the return? 

Yes. It is right on the return. 

Now did you figure that our in his presence? 

No, I did not. The interview was turned over, and it was 
finished up by Mrs. Beach. 

So that the totals were made by Mrs. Beach? 

Yes, 

Now in regard to the interest, {installment purchases, 
did you talk to him about that frou. his return? 


sir. 


Q 
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His ‘71 return? 

Yes, sir. 

What was said about installment purchases? 
Approximately the same. 

And what hed it been in 1971? 

$94.82. 

And what estimate did you make? 

$92.14. 

And did he know that figure as being put down? 

Yes, sir. 

How about the Chemung Canal Trust? Was that discussed? 
Yes, $72.40. 

Under "Miscellaneous Deductions," did you discuss dues 
and fees with him? 

Yes. 

What wes said? 

His wife paid R.N. dues in '72 just like she did tn ‘71. 
How much was that? 

$28. 

Did you ask him the amount for tax preperation? 

Yes. 

What did he say? 


He gave me two years, Apparently, he paid both years in 
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one year, $43 and $71. 


) Md you discuss with him a flashing car light? 


Q And what was said in regerd to the flashing car light? 
A He gave me the amount of $28. 


Q What was said? 


A He had one the previous year, and he had to replace it. 
Q How much was the one for the previous year? 
A $23. 


MR. LEVY: Would you mark this 
for identification? 

(Defendant's Exhibit 20 marked 
for identification.) 

Q I show you D-20 for identification and ask you {f those 
are your worksheets for the preparation of Madden's '72 
return? 

A Yes. 

Q ‘td Mr. Madden come in to see you? 

“ Yes, 

Q On what day? 

A Februery 6, 1973. 

9 What time? 


Four p.m. 
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About how Long did you spend with him? 
An hour and a half. 
And there are two items in this indictment in regard to 
Madden, and one is the medical and dental expense, and the 


other is the ciothing. Did you discuss the medical and 


dental expense witn him? 
Yes. 
And as a result of it, did he give you any information 
in regard to that expense? 

A I asked him a question. 
| Q What did he say? 


What was the question, and what did he say? 


A He used $150 last year. I asked, "Do you still pay over 
$300?" 
And he answered, "Yes."' And he said -- 
THE COURT: Did you make his 
! ‘71 return? 
| A Yes. 


| Q And you had that in front of you at the interview? 


| A Yes. 

} 

| Q One hundred and fifty had been used on his '71 return? 
A Yes. 


In regard to the clothing, did you have a conversation with 
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him in regard to the clothing? 

Yes. 

Nid he bring it up, or did you bring ir up? 

He brought it up. 

What did he say? 

He brought up the subject above clothing for business 
expense, saying that he knew of others who vere claiming 
it. I indicated that clothing that couid te for normal 


street wear were not, to my understanding, a deductible 


business expense. And he insisted that he knew of high 


officials in his firm and those of whom he called that 
were taking the deduction, and then we got into a discus- 
sion as to the primary purpose of those clothes and the 
out-of-the-ordinary number he had to buy, which would be 
necessitated for business reasons. We concluded the con- 
versation with the understanding that he would probably 
be called for an audit, and that he must have all the 
substantiation, and that there was no object in taking 
the deduction unless he was prepared to go to an ap ellate 
interpretation. 

fnd you told him that there wae a good likelihood if he 
put this in his return this would be picked up by the IRS 


and audited, is that correct? 


Q 
| A 
Q 
A 
Q 
A 
Q 
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Yes, 
You also told him that if it was picked up that it would 
require an interpretation {n Tax Court? 
Yes, to the Appellate Division of IRS. 
Did he understand that when he gave you the figures? 
Yes. 
Did you determine the amounts of clothing that he used for 
his purposes of presentation? 
No. 
Did you get a list of clothi:g? 
He called off an item, like shirts -- he and his wife 
discussed it, thirty-six shirts, and on my worksheet I 
wrote down, "Shirts," thirty-six times the price he said, 
and he came up with the amount ws have on the return. 
THE COURT: What is the amount? 
We have $338 on the return for chirty-six shirts. 
Then what was the next item? 
The next item were four heavy winter suits, $528. 
What was the next item? 
Three light-weight summer suits, $322. 
And the next item? 
Three pairs of shoes, $81. 


And the next item? 
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Twenty pairs of socks, $22.80. 
And the next item? 

six sets of links, $148.80. 

And the next item? 

Three tie tacs, $14.40. 

Is that the total list? 

Forty-two ties, $292.32. 

The other items aren't clothing, but he gave them 

to me. 

what other items did he give you? 

Suitcase, $50.20; business dues, $35; business subscrip- 
tions, $57.40. 

was his wife present when he gave you that list? 

Yes, she was. 

Did you suggest any of those amounts of mone y? 

No. 

Did he bring up each of those items himse 1f? 

He did. 


And did he give you those values himself? 


Yes. 


MR. LFVY: Would you mark this 


for identification? 


(efendent's Exhibtt 21 marked 


for identificerion.) 
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The next is Warner, Count No. 11, and I show you D-21 for | 
identification and ask you if this is Warner's worksheets 
for his 1972 tax return? 

Yes. 

The Warners were the people that had the mobile home ? 
Yes. 

And did you have a talk with them as co whether or not 
they owned a mobile home in 1972? 

Yes. 

And had you done their cax return before? 

No. 

Were they both in to see you, or just one? 

Just Mr. Warner. 

And when did he come into see you? 


THE COURT: Did you have a copy 


of his 1971 return? You didn't make it, 
but did you have a copy of it? 

No, sir. 

When did he come in to see you? 

March 21, 1973. 

Do you have a time? 


Fight p.m. 


About how long did you talk to him? 
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‘»y hour and @ quarter. 
‘x! did you go over all the normal 
rith him? 


es. 


hat 4id he say in regard to a mobile home? 
That it was in the flood. 


\44 he say whether or not he owned a mobile home? 


Yes. 


Nid he give you his payments that he had to make, install- 


~ent payments, for that mobile home? 


Yes. 


And how much did he tell you? 


He had sixty payments to make at $71.73, equaling $4,303.40, 
and he was paying twelve per cent interest on that in 1972. 


And did you put down an interest expense for that loan? 


Yes, 
ow much did you put down? 


$516 46, 


‘rd is that the mathematics after discussing the loan 


ith you? 


‘do yor telk to him about sny cesualry loss in regard to 


‘hat mobtle home? 


42 


items of the tax return 


BEST GOPY AVAILABLE 
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Yes. 
What was said? 
That he had some reason for knowing that the market value 
immediately before was $4,700. I don't recall now why, 
whether he was planning on trading it or selling it, and 
he couldn't have sold it for a plug nickel right after 
the flood. 

THE COURT: What was the figure 

he gave yout 

$4,700 market value immediately preceding, and he received 
$2,700 insurance, leaving a $2,000 unreimbursed drop in 
market value. 
Did he tell you whether he had an SBA loan? 
I find no memorandum of an SBA loan on my worksheet. 
In regard to dental and medical expenses, did you talk to 
him about whether or not he had any such expenses? 
Yes, sir. 
And what did he say? 


He gave me three monthly payments in the amount of $24, 


$13 and $6.50, which included major medical insurance. 


How much did that total? 
It is over three hundred a year, so I just took $150. 


With regard to gasoline tax, did you talk to him about 
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that? 
Yes, sir. 
And what did he say? 
One car, 34,000 miles. 
How did you get the amount of $197 put on the tax return? 
By using the IRS chart. 
In regard to "Taxes: Real estate," did you talk to him 
about that? 
Yes. 
And what did he sey? 
That he estimated the levy of taxes on his mobile home 
for approximately $12 of his monthly payment. 

THE COURT: What kind of tax? 
Real tax, town and county and school. 

THE COURT: Do you mean they 

eesessed his mobile home as real estate? 

Yes. They do that in all mobile home parks. 
After talking tc him, did you discuss the total of that 
$144 with him? 
Yes. 


Is that what you put on the tax return? 


Yes. 


THE COURT: What was the figure? 
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MR. LEVY: $144, Your Honor. 
How the last one is Wenderlich, 
Your Honor. 
Would you mark this for identi- 
fication? 
(Defendant's Exhibit 22 marked 
for identification.) 
I show you D-22, and I ask if these are your worksheets 
in regard to Richardean Wenderlich's 1972 tax return? 
Yee, they are. 
When did Mrs. Wenderlich first come into your office? 
Februsry 17, 1972, 9:35 a.m., three hours. 
And that is firet time she came in? 
Yes. 
Who did she come in with? 
Mr. Stewart Breitwise. 
And what did you discuss at that time? 
Mr. Breitwise wanted me to set up a set of Sooke that he 
could use in connection for keeping records of Mrs. 
Wenderlich's florist business. 
Did you help set up a set of books? 


Yes. 


During thet conversation, at any time did you tell Mrs. 
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Wenderlich, or did Mr. Breitwise tell Mrs. Wenderlich, thar 


you could save her a lot of money in taxes? 

Never, to my knowledge, sir. 

Did you ever tell her that? 

I never told her thet. 

Did there come a time that she came in, in regard to her 
‘72 taxes? 

Yes. 

And when was that? 

June 22, 1973. 

And was she then on an extension? 

Yes, until August 15, 1973. 

Did Mrs. Wenderlich, when she came to you, either the 
first time with Mr. Breitwise, or she came herself to 
prepere the ‘72 return, did she give you any prior tax 
returns? 

No. 

Did she give you a depreciation schedule of personal 
property that she had used in prior tax returns? 

She gave me a schedule, a single sheet of paper, which 


she took back with her. 


And did you use that schedule in preparing her 1972 return? 


Yes. 
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When did you have your interview with her in regard to the 
‘72 return? 
June 22, 1973. 
Do you have a time on thet? 
1:50 p.m. until 5:1C p.m. 
Untii whet time? 
5:10 p.a. 
So you talked to her for how meny hours that time? 
Three and one-quarter hours. 
And in it, did you discuss the various problems in regard 
to her 1972 return? 
Yes. 
In thet period of time, did she give you the books, or did 
she give you # summary of the books, or what? 
She gave me the figures, I believe, verbally. 
THE COURT: Did she have books 

with her? 

She hed @ summery with her. 
THF COURT: Did she have the 

books with her? 
No. 
And did you mke up what you call a "T" account for her 


operation for the year 19727 
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Yes. 
Do you have thet in front of you? 
Yes. 
Was thet mede in preparation of the '72 return? 
Yes. 
And what is « "T" account? 
A “T" account for «# smell business is in lieu of # general 


ledger and what would be « generel ledger page, we merely 


draw a “T" debit-credit, and label what it would be, just 


like a page in a general ledger. There ere « series of 
them on a spread sheet, and we call thea « “T" account. 
Whet items did you put down in that “T" account? 

Items that she gave to me at that tine. 

What headings are they under? 

Cash in Benk; Cash on Hand; Expenses; Purchases; Sales; 
Withdrawels; Accrued Payroll; Fixed Assets. And then 
there are some memorandums here in connection with payroll 
and the payroll taxes. 

In discussing the casualty loss, what did she say to you, 
and what did you say to her? 

She had a casualty loss -- she stated that she had a drop, 
that the Aseessor had advised her that she would have, and 


she wented me to use the figure of a $9,500 drop in value 


e 
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on her personal realty. 
THE CurcakT: $9,500? 
$9,500. I urged her to have a rea:-or. She didn't want 
tie expense. 
Did you go over eny of the items that had been damaged? 
We went into the business items that hac been damaged, | 
that were on her depreciation schedule. 
Did you go through this depreciation schedule to as» her 
what had been damaged? 
Yes. 
Did you go through it item by item? 
Item by item. 
Did you read off the item and ask her if it had been 
damaged? 
Yes. 
Then she would give you an answer? 
Yes. 
As a result of that, did you change the depreciation 
schedule? 
Yes. 
What did you do in changing it? 


I wrote off the balance that had act been depreci*':ed on 


the items she said were of no value after the flood. 
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Did there come a time that Mrs. Wenderlich was audited for 

her ‘72 return? 

Yes. 

And at that time did she contact you, or did you contact 

her? 

She mailed me the letter that she received in the mail 

from the IRS auditor. 

What date was that? 

August 2, 1976. 

Did you then discuss this matter with her? 

Yes. 

Where? 

In my office. 

And when? 

Within a day or two after I received the letter. 

In that discussion, did you go over her items of damage 

to her real estate? 

Not at that discussion. 

At a subsequent time, did you discuss the damage to her 

real estate in preparation for her audit? 

Yes. 

When was that? 


August 12, 1974. 


XD? 
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And that was prior to the time the audit began? 
Yes. 
And did you go through items of damage to her real estate? 
Yes. 
And did she then give you a list of what she said was 
damaged? 
Yes. 
Did you write down that list? 
Yes. 
And can you read that list to us? 
May I read the summary of those -- 
No. Read the list the way you got {it and wrote it down, 
and not the summary. 
(Reading): "For proof of casualty loss: water in cellar, 
five feet. 

"Heating plant: hot water heater dectroyed. 

"Get a realtor. 

"Spent $3,000 for furniture." 

I am picking these just off the casualty loss items. 
Right. 
"Loss of car." 

Then it says, "Dasement, five inches." 

THE COURT: You said "loss of 


car"? 
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|| A Yes. 

THE COURT: In what amount? 

A I was just making notes on our conversation. Those things 
had to be determined. I was just trying to get the whole 
list of items. 

THE COURT: What kind of a car 
was it? 

A There was no mention of it. 

THE COURT: When she said, "loss 
of car,"' did you ask her what kind of a 
| car it was? 

} A At this point, no. 

THE COURT: So you don't know 
the loss, and you don't know the kind of 
car she claims she lost? 


A On the tax return, we have a car loss. 


THE COURT: I'm not talking 


about the tax return. I'm talking about 


the time you talked about it. 
A At the time I'm talking to her, that is correct. 


Q What other items did she mention? 


| A "Foundation damage: Residence only. 
| “Cement blocks cracked and cement floor heaved and 
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cracked. 

"Loss of freezer, a washer and dryer. 

"Purnace -- furnace circulating pump. Had to replace 
it. Rest of furnace had to be cleaned out. Forced hot 
water with gas heat. Furnace is okay and electric controls 
not touched. Furnace wasn't too bad. Had to put in new 
hot weter heater. Controls and everything went on that. 

"Purchased a new heater and her son put it in. 

The plumber did all the balance of tim plumbing and fur- 
nace work. 

"Well water pump went. Did not replace. Normally 
have two wells. Lost one and now using only one. If 
twenty-four hours go by without water, we lose plant. 

A small water tank shed appears to be okay. 

"Water oipes in ceiling are okay. Tapped other 

system into front system so as to circulate water thr ough- 


out. Five {-mily members worked about three days to clean 


up. Water into the first floor about @ foot to six inches. 


“The electric system not touched but was off in the 
area. 

"She picked up everything from the floor in antici- 
pation. Moved out to Coopers Plains. 


"New truck caught in flood." 
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I showed the ‘69 truck lost in flood in the deprecia- 
tion schedule. I only showed this July, ‘72, truck pur- 
chased. And I've got the amount, investuent credit, pur- 
chased April, ‘72. These are notes that I tir got here. 

“Check on casualty loss. | 

"Recapture on investment credit. 

“Truck purchesed in April and lost in June flood. 

"Received new truck through insurance company to 
replace the one lost in the flood. 

"No SBA loan. 

“Hours spent cleaning in greenhouse, five people, 
eleven days estimated. 

"Crop loss written off in cost of sales so no special 
treatment required. 

"Half-grown and finished grown crops, seeds and 
bulbs." 

She said here that although they wouid be written 
off in cost of sales that just theiz presence would de- 
valuate the property with all thet dead "gunk" they had 
to scrape out. 

"Land eroded and washed away. The front yard and 
the garden were to be resurfaced. 


“Assessor's papers have teen lost. 
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“The Comet should have been four fifths of the 
whole." 

I made a note on that. 

She said here, "In August of '69, the Ford wagon was 
traded in." 

And in April of '72, is the first I knew about it. 

She had to replace carpeting, ruined by use following | 
the flood. It cost her $1,000. We only used an estimated 
market velue of two hundred on thet. 

I suggested realtor Althea Roll make en appraisal in 
addition to the Brush appraisal for this audit, because 
she knew Alchea Roll. 

Did Mr. Brush aske an appraisal? 

Yes. 
What washis opinion of the value bi fore and the velue after 
of her real estate? | 


He made the eppraisal for this audit, and I don't have it 


| 
} 


here. | 
THE COURT: When did Brush make | 
the appreisel? 
After August 12th, '74, for this audit. 
THE COURT: For the eudit? 


Yes. I don't have it. I can give it to you by memory. 
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MR. LEVY: We have it. It is in 


evidence. 


I show you Government's Exhibit 66. Is that the appraisel 


that Mr. Brush made in preparation of the audit? 
Yes. 
And wiat does thzt ihow as the market velue before and the 
merket value after? 
$48,000 immediately preceding the flood and $36,000 imme- 
diately following the flood. 
For a damage of $12,0007 
Yes, sir. 
Did you suggest or advise any figure to Mr. Brush when he 
made this appraisal? 
No, sir. 
Did you? 
It wasn't even typed in my office. 
Did you have anything to do with his opinion as to the 
value, either before or after? 
Mo, sir. 
In regard to Mrs. Wenderlich's 1973 returns, do you have 
your worksheets for that? 
Yes, sir. 
MR. LEVY: Would you merk this 
for identification? 


' 
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| 


(Defendant's Exhibit 23 marked | 
for identification.) 


Is D-23 for identification your worksheets in the prepara- 
tion of Mrs. Wenderlich's 1973 tex return? 

Yes. 

Did you have an interview with Mrs. Wenderlich in prepera- 
tion of her ‘73 returns? 

Yes. 

Aad when was that interview? 

Sundsy, April 21, 1974, 9:30 a.m. to 12:30 5.m. 

So you spent three hours with her that day in pr iration 
of her tax return? 

Yes. 

And did she bring in her books end records that day? 

Yes. 

And she actually hed her books of account that day? 

Yes. 

And did she show you ber books of account that day? 

Yes. 

Did you make some merks on her books of account? 

Yes. 

And in addition, did you take figures in which to prepare 


what you call a "T" account? 
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Yes. 
Did you prepere such ea "T" account? 
Yes. 

MR. LEVY: Would you mark this 

for identification? 
(Defendant's Exhibit 24 merked 
for identification.) 

I show you D-24 for identification and ask if that ‘» in 
your handwriting? . 
Yes, it is. 
Tell us the general categories that you considered in that 
"Tr" account for her 1973 return? 
“Cash on Hand; Cesh in Bank; No information. Expenses, 
Purchases, Sales, Withdrawals, Fixed Assets. Additional 
money put into them. Accounts Receiveble, Accounts 
Payable, Accrued Payroll Expenses, Loans and then the 
Trial Belence. 
At that conference, did you talk ebout changing over from 
that cash basis to accrued basis? 
Yes, 
And what did you say in regard to it, and what did she say? 
Theat was the initial intent thet we were opening up the 


new set of books for an accrual basis. I tried to make an 
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issue of it at this time to meke a decision. She indicated 
she would prefer to stay on the cash basis, and she thought 
it would be cheaper. 

Did you attempt to go through the two methods to compar 
one with the other? 

Yes. 

And did you have enough figures there at thet time to aske 
that determination? 

Ro. 

And what was aissing? 

To determine whether we would be including and receive in 
accounts monies that hed previously been included as 

charge sales from the preceding year. 

So she would have to go through her books to determine that 
amount that already would have eccrued, is that right? 

Yes. 

Did she say she would do that? 

Yes. 

Did she ever do it? 

. 

You saw her books and records? 

Yes, sir. 

Under the heading "Cash Sales," how much did her books 
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and records show? 


On “Cash Seles," the books I saw the other night, $24,986.50. 


When you made your "T" account, how much did you put down 
for cash sales? 

$14, 986.50. 

Can you explain any reason why there is « $10,000 exact 
difference between the two? 

No, sir, other then just a mistake of some kind. 

And that the same oumbers exceot for the first number is 
changed "1" to "2", is that correct? 

That is correct. 

In your "T" account, you have fourteen thousand, and the 
books and records show twenty-four thousand? 

Yes. 

And the rest of the figures are the same to the cent, is 
it not? 

Yes. 

And you attribute thet to an error? 


Yes. 


And it is your error? 
It is wy writing. The books are different, so I will say 
it ie wy error. 


Did this error partislly explain the difference in the 
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| Schedule C for gross receipts of sales? 

| A Yes. 

Q And what did you put in the tax return for "Gross Receipts 
of Sales"? 

|_A 1 added an additional $3,787.50 to the figure I had in 

| order to have the income equal the outgo, and I ended up 
with $45,768.46. 

Q And had you not made the mistake, the figure would have 
been higher, is that correct? 

A Yes, but not by ten thousand. 

Q In regard to interest income, in the return there is 
$880.15, is that correct? 

| A Yes. 


| Q How much did Mrs. Wenderlich tell you she had for interest 


| income for the year 19737 
At this meeting? 

Yes. 

$880.15. 


And wes there some way that she determined that? 


> © > & 


With the statements from the interest-peying institutions 
like banks and things. 
Were they added up while she was there? 


Yes. I recorded them, item by item, and added them myself. 
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And you made a list of them there? 

Yes. 

And they are on your worksheets? 

Yes. 

And they add up to $880.15? 

Yes. 

And was this done while she was in your presence? 

Yes. 

Did you go over this return with her before she signed it? 
Absolutely. 
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So she knew how much you were putting in this return for 
the various ites? 

Yes. 

When did you go over it with her? 

April 20ch, 1974. 

Do you have a time that you sew her? 


I beg your pardon. It was April 22, 1974. That would be 


the next day. 
And did you go over it with her to discuss the various 
itews in it? 


Yes. 


And did you go over the items of cash receipts? 


We went over Schedule C. We aidn't refer again to the 
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books, We went over ay “T" account structure worksheets. | 
As a result of this confereme, did she know what was in | 
her tax return that she signed? 
Yes. 
THE COURT: We will interrupt 
now. It is a quarter to five. We will 
adjourn until tomorrow morning at ten 
o'clock. 
MR. HOULIHAN: Your Honor. may 
I have permission tc exemine Exhibits 
D-10 through D-23 tonight so we won't 
wa 9 time tomorrow? 

THE COURT: Yes. 

Mi. LEVY: I'm going to the 
Appellate Div‘sion, and I will be back 


here no late. than #« quarter to eleven. 


I am the firer one on. 


THE COURT: ‘= view of thet, ve. 
will recess until <‘even o'clock tomo: cow 
@orning becevse Hr. Levy hor en eee 
went in the Appellate Division. 

(At 4:45 p.m., en adjournment 


was taksn to Friday, Aprii 2, 1976.) 
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Rochester, New York 
Friday, April z, 1976 


11:10 A.M. 


(Trial resumed; jury present.) 
WALTER R, CONLIN, 
the Defendant, called = a witness in his own behalf, having 
previously been sworn, testified further as follows: 
DIRECT EXAMINATION CONTINUED 
BY MR. LEVY: 
Q Mr. Conlin, in your conversation with Mrs. Wender lich 
over the phone concerning her extension for the 1973 tax, | 
did you have s discussion with her concerning her depre- 


ciation schedule? 


A Yes. 

Q And did you make notes in regard to that conversation? 

A Yes. 

Q I show you Defendant's Exuibit 8 and ask if your notes 
are contained on that document? 

A Yes. 


Q What did you say to Mrs. Wender lich, and what did she 
say to you in regard to the depreciation schedule? 


I emphasized that she could not count on @ reduction of 
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the income tax -- that she should not count on a loss 
carry-over that had not been claimed as yet. 
Did you tell her why? 
Because -- 
First, "yes" or "no"? Did you tell her why? 
Yes. 
What did you tell her? 
Secause I was not satisfied with the information as it 
appeared, and the information I had gotten from her since. 


| See Tat 
Q Did you tell her that she would have to do something in 


regard to this depreciation list? 
| A Yes. f told her that with the informetion I had we should 


reconstruct the 1973 depreciation schedule and go back and 


amend 1972. 
Q In your talk with Mrs. Wenderlich comerning the prepara- | 


| 
| tion for the audit that you have stated you had some notes 


on, could you go back and look at your netes and refresh 


your recollection on rat? 
A Yes, I have it here. 


Q Was there any discussion between you and Mrs. Wender lich 
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in regard to the reduction of the assessment on her 
property because of the flood damage? Well, first, was 


there any such discussion? 
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Yes. 
And what was discuesed? What was said? 
I have two notes. 

THE COURT: Never rind what the 

notes are. 

What was said? 
Twenty-six per cent reduction -- 

THE COURT: Give us what you 

remember about it from the notes. 

She indicated that the Town Assessors had expressed an 
opinion in writing that it had dropped twenty-six per cent 
in their estimation. 
And she told you that the assessment on her real estate 
had been reduced twenty-six per cent? 
Yes. 
And that was during your discussion about the dam ge to 
her property? is ad te emma 
Yes. 
Now there has been testimony here that you are a Public 
Accountant. Can you tell us what a Public Accountant is? 
It is one who ia granted a license to practice when the 
law was enacted, and we are what they call "grandfathered- 


in," because we were already practicing. 
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So anybody who was an accountant for the certain require- | 
ments on that day automatically became a Public Accountant, 
is that correct? 

Yes. 

And you were within that group? 

Yes. 

Now have new licenses since then been granted to Public 
Accountants? 

No. 

So that you didn't take any test for it? You had just 
been an accountant for the required number of years or 
time, is that correct? 

Yes. 

Do you have to have any special license to be a tax pre- 
parer? 

No. 

And these Counts in this indictment relate to you a8 @ 
tax preparer, is that correct? 

Yes. 

Did you ever have a Treasury card? 

Na 

Aad wee ‘se vight of limited practice withdrawn by the 


Treasury Depariw:nt, #6 far as you ere concerned? 


= 
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Yes. 

When was that? 

I recall it wae sometime in 1965. 

And what reason was given? 

For filing my personel returns late. 

And had you filed your personel returns late? 

Yes. 

Had there been complaints to you and about you about 
filing clients’ returns late? 

Yes. 

Do you have any explenation for that? 

Just too much to do to get around to my own on time, the 
press of business. 

Is that your reason for filing some of your clients’ papers 
late? 

Yes. 

In regard to Mr. Minier's status of his tax return tr 
1972, is that matter presently in ‘Tex Court? 

Yes. 

So that, along with the others that you mentioned, is 
presently in Tax Court? 

Yes. 


And the items mentioned in the indictment are presently 
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| being reviewed by the Tax Court? 

' A Yes. 

Q Now over the evening, did I ask you to refresh your recol- 
lection as to your testimony concerning the interviews 
with Jane Payne? 

A Yes. 

Q And may you have made a mistake in telling the jury about 

i who was present at Jane Payne's interviews for 1971 and 

| 1972? 


Yes. 


What is the situation in regard to 1971? Was somebody 
with her in the interview of 19717 


Her husbend wes with her. 


And did she retur> after that to see you? 
Yes. 
Did she return with her husband? 

No. 

This was before the retu‘n was finished? 


The very next day, yes. 
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Now on 1972, during the interview, did she come alone? 
MR. HOULIHAN: Objection, Your 
Honor. It is leading. 


I will sustain the 


THE COURT: 


Q 
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objection. 
In 1972, tell us who you interviewed? 

THE COURT: I think you mean the 
interview in '73 for the 1972 return. 

MR. LEVY: That's correct. 

THE WITNESS: Her husbend accom- 
panied her, left his worksheet with ae, 
went out, and she was alone with me, and 
she then came back cgain the next day 
with more informetion. 

So for the '71 return, which you did in early '72, she 
came in with her husband and returned the next day alone? | 
Yes. 

Then for the '72 return, which you did in early '73, she 
came with her husband, and her husband left after a short 
time, did you say? 

Yes. 


“hen she returned alone the next day? 


Yes. 


MR. LEVY: Just one minute, 
Your Honor. 
(Pause in the proceedings.) 


MR, LEVY: I have no further 


| 
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questions, Your Honor. 

I would at this time offer in 
evidence Exhibits 0-9 through D-24 in 
evidence. 

MR, HOULIHAN: I have no objec- 
tion. 

THE COURT: They are received. 

(Defendant's Exhibits 9 through 


24 marked in evidence.) 


CROSS EXAMINATION 


BY MR. HOULIHAN: 


Q 
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Mr. Conlin, you began working as an accountent in 1952, 

is that correct? 

Approximately. 

And thet wes for a firm in Syracuse, was it not? 

No, sir. 

Did you do accounting work for anybody in Syracuse? 

What type of account ing? - 
THE COURT: Any kind. 

I was in industrial accounting. 

That is eccounting work, is it not? 

Yes. 


That was in 1952 in Syracuse? 
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No. I left Syracuse and came to Corning in ‘51. 

So it was 1950? 

It was about 1940-41. 

It was 1940 ard ‘417 

Yes. 

This was following your Service, and I believe you said 
you taught at the Armed Forces Institute at Michigan? 
No, 

Or you received education there? 

I was a student. 

And you received your education in accounting there, is 
that correct? 

I took an accounting course in the Un‘ted States Armed 
Forces Institute, and the University of Michigan was the 
educational institution that was supplying the course. 
You also worked ss an accountant at Leip-Rollway Cor pora- 
tion? 

Yes. 

That was in 1951, was it not? 

I left there in 1951 and came to Corning. 

Then you were a e=neral sanager of Cleveland Motors? 
Yes. 


And you did their books at Cleveland Motors, didn't you? 
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That was pert of ay responsibility. 

Then you started your own business? 

During 1952, yes. 

And thet is Southern Tier Accounting and Tax Service 
Bureau? 

Yes. 

And you have been in that business ever since? 

That and the public accounting aspect of it. 

And your training isn't limited to those particular work 
experiences -- you have also been to many tax conferences, 
have you not? 

Yes. 

And these are tax conferences sponsored by the Internal 
Revenue Service? 

No. 

"No," you have never been to one sponsored by the Internal 


Revenue Service? 


You said "many." I have been to one. 


Just one? 

Yes. 

When was that one? 

It was in Rochester here. It was held in the Americana, 


and I believe it was possibly 1970 or 1971. 


> 2 
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1970 of 19717 
Something like ther. 
And at that time they went over all ©£ the changes in the 
tax lew and inter~cetation of sections, and all the tax 
preparers who attende. oo .d ask questions and get inter- 
pretations, isn't thet correct? 
I think we went over spec .fied sections that we met to 
discuss. 
I beg your pardon? 
We went over special areas thet had been pre-announce 
was the purpose for the conference. 
hat was the first one in 1971, is that right? 
I don't ever remember attending another one sponsored by 
Internal Revenue Service. 
Have you attended any since? 
No. 
MR, HOULIHAN: Would you mark 
this for identificetion? 
(Government's Exhibit 73 marked 
for identification.) 

Have you gone to any other kind of training s¢ ssions? 

Doesn't the New York State Public Accountants Asso- 


ciatior, or something to that effect -- 
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I attended several of their seminars. 
You attended numerous of those, haven't you? 
I attended one of their seminers. I attended ow Rochester 
Chepter -- 
THE COURT: All he wants to know 
is if you attended more than one of the 
New York State seminars? 


No. 


How many have you attended at the Rochester Chapter? 
About three. 

What was the Rochester Chapter? Chapter of what? 
The Empire State Association of Public Accountants. 


THE C W!: I went to be sure 


thet is whet he meens. 


MR. HOULIHAN: That ‘es what I 


THE WITNESS: About three. 
About three? 


They are actually not educational sem‘nars but various 
topics are pointed out. 

But whet? 

Various topics are pointed out. 


Don't they make technical explanations of the sections 
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and such? 
No. 
They don't? 
No. They bring out points of changes that we should pursue 
to be aware of. 
They don't give technical explanations to the effect that 
the Internal Revenue Service -- 
THE COURT: Well, if he didn't 


attend them -- 


I believe you said you did attend them, didn't you, Mr. 


Conlin? 

On the Rochester Chapter, th-y were not technical sections 
of a.. instructional nature. 

And how many of these did you attenu? 

Three. 

Three? 

Yes. 

Who is Joseph Hoffman? 

He is th District Director's representative in charge of 
the Rochester Office. 

I show you G-73 marked for identification. Is tha’ s 
letter on your letterhead dated vecember 4, 1973, to 


Mr. Joseph Hoffman? 


¥ 
P 
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A Ie is. | 
Q Does that refresh your recollection as to the benefits 
that you have received from those programs? 


THE COURT: From what progrems? 


MR. HOULIHAN: Sponsored by the | 


| 
ee i 
| Rochester Chapter, ©.S.A.P.A. 
| THE WITNESS: Yes. { expressed | 


wy appreciation in this letter to Mr. 


| Hoffman for their courtety, ag we were 
? . requested by our Association President | 
r | to do, for the courtesy of the IRS | 
| cificials coming there -- | 
| TRE COURT: We don't want to 
know about the courtesies. | 
: THE WITNESS: There was nothing | 
* educational about it. 
Q Doesn't it, in fact, say, "The technical explaiwtions | 
by Lem Roberson and Eugene Baritol --"? 
A Yes. | 
‘e | Q Doesn't it alse say, “We have always benefitted from your 
° programs"? 
. A Yes. 
Q 1 show you another letter dated November 21st, 1974, on 
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your letterhead to Mr. Hoffman? 

Yes. 

Doesn't it say in thir letter, "I remember way back when 

you and Pat Krackel -- 

THE COURT: You don't have to 
ask him what it says in there. Offer 
what it says in there if you want to get 
it in evidence. 

MR. HOULIHAN: Would you mark 
this for identification? 

(Government's Exhibit 74 marked 
for identification.) 

MR. HOULIHAN: I will offer G-73 
and G-74 in evidence 

MR. LEVY: I t no objection. | 

THE COURT: They are received. 

(Government's Exhibits 73 and 
74 marked in evidence.) 

In addition to the attendance at seminars, it is a fact, 
is it not, that you have available to you all sorts of 
tax materials in your office? 

I have a Standard Official Services Tax in my office. 


In fact, yo.’ walls are lined with those Services, isn't 


. 


— a a ee oe ee 
oe pi i res ee ——— 
— ree oe oe 
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that correct? 
Many years of those books have accumulated. 
So you are very familiar with the Internal Reveme Service 


laws, then? 


No. 
You are not? 
Just the areas I try to work with. 


It is a fact, is it not, Mr. Conlin, in 1965, when your 


| 


privilege of limited practice before the Internal Revenue. 


| 


Service was withdrawn by the District Director that not 
only was it because of failure to file timely returns but 
that you filed to file several returns and also, that in | 
audit sessions, you submitted false documents in support 
of claims? 

Never. 


THE COURT: Is there « ruling 


MR. LEVY: No, Your Honor. 

THE COURT: I would certainly 
believe that if it was withdrawn, there) 
must have been a ruling and the basis of 
the ruling, and it must have been in 


wr iting. 
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Yas there a ruling on that? 

THE COURT: You ought to know. 

MR. HOULIHAN: I have only a 
letter. 

THE WITNESS: The letter _ re- 

ived because I admitted to filing -w 
returns late. I was classified as dila- 
tory in my practice; and, therefore, my 
privilege of limited representation 
before the Internal Revenue Service was 
withdrawn. 

THE COURT: I am very much eur- | 
prised where there can be a ruling with- 
out a written basis for the ruling. 
When you revoke something, you don't do! 
it on vague reason. You do it on spe- | 


cific reason, You do it in writing, and 


that is my experience. 


Q And you received a letter to that effect, isn't that right? 


THE COURT: The ruling may be 


in the letter even. 
MR. HOULIHAN: Would you mark 


this for identification? 
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(Government's Exhibit 75 marked | 
for identification.) 
Mr. Conlin, I show you G-75. Is that a copy of the letter 
you received? | 
Yes. This is a copy of the letter and -- | 
THE COURT: That is all he 7 
to know, is it ¢ copy of the letter? 


Yes. 


An. that was the letter that ~ithdérew your privilege of 


limited practice ‘efor: the L.ternal Revenue Servic , was | 


it not? 
Yes. 
Your explanation for the filing of your late returns was, | 
as I underr sad it, that you were doing everybody else's 
wor. is that right? 

Press of business. | 


And did you heave a good practice throughout the year 1952, 
when you started, through 1965? 


No. 

As a matter of fact, vou didn't have a very good busin:ss | 
at all, did you? 

That is right. The public accounting business, and I was 


i.volved in others -- 


> © > £& FF} LH F BL 
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You were involved in others? 
Yes. 
Like whet? 


I had been appointed president of a sw 1l firm that wes 


being purchased by a New York City holding company. And 


they acquired two other small firmus under contract that 
they were putting me in charge of, and that kept me going 
from morning until night, trying to keep things together 
while they were making up their minds what to do. And 
they had difficulties between personalities in New «. 
about which I know nothing, but they chan, 4 sicuations, 
and when they first took over, everything s arted to pick | 
up nicely, and -- 

Just wait # second. What did you do for them? 

I managed their firme for then. 

You managed the firms? 

Yes. 

You mean you did the accounting work for them? 

That and I directed their workmen. 

Wuat years was this? 

It began, I believe, around 1959, and it went on through 
for part of ‘60 when they went out of business. 


You maintained their books and records throughout that 


> 2 > 
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period of time? 

I oversaw it. 

What do you mean you “oversaw it"? 

Others actually maintained the books and records, # super- 

visez . 

Your supervisor maintained the books and records? 

I oversaw people, different people, w.o were keeping 

various segments ci ‘hose books ard records, coordinated 

them, and ceme up with their financial statements, attended 

their asetings, was going from one lawsuit to another -- 

THE COURT: I wish ve would get | 

down to this lawsuit and brush evey the | 
cobwebs, and let's get down to the case 
here. 


It is a fact, is it rot, Mr. Conlin, thet thet was the 


Steuben Television Antenna System end the Steuben Elec- 
tronics Corporation and the Chemung Valley Master Television 
Antenne Corporation, and the Montour Falls Mester Televis{on 
Antenna Corporation? | 
Yes. | 
It is a fact, is it not, Mr. Conlin, that during an invwis- 


tigetion by the Securities and Exchange Commission in 1‘61, 


and by the Internal Revenue Service in 1961, thet you 
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claimed that you had very little to do with those corpora-~ 
tio .! 

What they were looking into involved the Mew York State 
interests. I had nothing to do whatsoever with any of 
that. 

Mr. Conlin, isn't it e fact that they asked you to produce 
the books end records of that corporation, and you said 
that you didn't have them and that the only thing that you 
did was t> produce financial statements but didn't have 
custody of the financial records? 

‘That is correct. At that time when they wented then, 

they were all in New York. 

Isn't it # fact that you said you didu't do very much work 
for these corparations? 

No. 

And that you didn't receive very much salary from chose 
cor por at ions? 

That is true. | 
You didn't receive any sa. ty, but you did a lot of work? 
Theat is true, hardly any. I was hoping the thing was 
going to pay off, and working up tovarde the future. 

At the same time that they were investigating the corpora- 


tions -- and you were the President of those corporations, 


1106 
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were you not? 
Yee. 
Those carvorations didn't file income tax returns, did 
they, during the years that you were president and during 
the year that you mintsined the books? 
They were to be filed by the eccountents that chey had in 
from New York City, not me, and even before Few York took 
over, they had accountants, outside sccountents. 
And you said it just wasn't your responsibility, and that 
is what you told then? 
Thet is correct. 

THE COURT: When did this happen? 

Wheat year? 

1958 end 1959. 

THE CQURT: This indictment was 

returned in 1974. 

Mr. Conlin, as I understand it, during the year 1973, you 
were very busy, is that right? 
Yee. 
And you siept on the floor a half hour a night, two to 
four days a week? 


Now you heard Miss Peterson, who is your employee, testify 
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that it was an average of three to four days a week? 
THE COURT: He isn't responsible 
fox what she said. 

Well, is that eccurete? 
I was impressed when I heerd her say sometning like thet. 
She also said she sew me there when she case beck in the 
aorning, end she saw me there hen she left the night 
before, and you asked her if that is how she concluded 
it, and she said, “Yes.” 
How many nights did you stay overnight? 
There aay have been a few weeks in the year when I did 
stey as wmeny es three and fow nights, but I don't believe 
I ever stayed on en average of more than one to two nights 
a week. There hed been times in '74 when I had but not 
in ‘73. 
So in '73 it was cn average of one to two nights a week? 
I wouldn't say it was an average. I would say it was 
very, very often. 
That is ell night, but in addition to that, you also 
started work early in the morn‘ag, did you not? 
Tes. 
And you didn't eat lunch? 


Oh, no. I saw that I ate. 


\ 
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You did eat? 

Oh, absolutely. 

And did you eat every day? 

Every day. 

So her testimony regarding your not eati»s ‘« not accurate? 
No. You are incorrect. She saw food the: -as brought 
into ae thet I hed not eaten. That is what she testified 
to. I didn't eat all the food that was brought into ae. 
I ate very spersely, but I ate. 

Did you ever go out to lunch? Did you take time to go 
out to lunch? 

Very, very seldon. 

And you say "very, very seldom." Wes that once « week, 
twice « week? 

It could have been, perhaps. 

THE COURT: There ere many matters 
in this case that are much wore import- 
ant than what he hed for lunch end how 
often. 

MR. HOULIBAN: Would you merk 
this for identification? 

(Government's Exhibit 76 marked 


for identification.) 


an » S&S > 


> 
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Mr. Conlin, I show you G-76 marked for identification, 
which eppesrs to be your 1973 income tax return, and there 
is a signature down at the bottom. Is that your signature 
and the signeture cf your wife? 
Yes. 
Aad that is your 1973 tax return? 
Yes. 
This was filed with the Internal Revenue Service, and it 
is dated October 13, 19757 
Yes. 
And you prepared this? 
Yes. 
MR. BOULIBAN: I offer G-76. 
MR, LEVY: Wo objection. 
THE COURT: Received. 
(Government's Exhibit 76 merked | 
in evidence.) | 
Mr. Conlin, it is e fect, is it not, that you have taken 
a business deduction in 1973 for business luncheons in 
excess of $1, 1007 
Those would be where I had msde business travel and die- 
cussed business with my clients, and not for going out 


for pleasure and snacks. 


e 
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So it "> not en eccurate description that you didn't have | 
time to do anything? 

I hed time to do everything. I msde time to do everything. 
I don't know whet you sean by “anything,” ot what your 
question was there. I em busy 211 che time. 

MR. HOULIHAN: I will withdrew 
the question. 

THE WITHESS: The front page is 
missing on thet return, 1040-X. 

1040-..? 

10\0-K was stapled on that when that wes filed. 
And what is a 1040-X? 

Amendment. 

MR. WLIKAN: If the emendment | 
is missing, we will certainly get that 
in, and I will have no objection to it. | 

Mr. Conlin, in the year 1973 you epplied for a Smsll 
Business Administration loan, didn't y.u? 

Yes. 

And what wes the amount of your application, f£ you can 
recall? 


I em guessing. It was in the neighborhood of $24,000, I 


believe. 


ono > nan > 2D > 
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Your application, I believe, requested an amount of 
$27,000, ie that correct? 

Yes. This was not prepared by me, but thet is what this 
says. 

THE COURT: Let's get this dow, 
the question and answer particularly, then. 
You've got the application right in front 
cf you, haven't you? 

MR. HOULIHAN: I don't see it 
in there. 

THE COURT: I don't think we 
ought to talk about the application un- 
less we have the application, because 
I know there is one. Why be vague end 
approximate about it. 

You requested e loan in the amount of $27,400, is thet 
right? 

Yes 

And that is in your handwriting? 

Yes. 

And you claimed a loss of $55,300, is that correct? 
That is correct, and there should be exhibits attached. 
There are exhibits in front, are there not? 
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Yes. 


Is that what you mean? 


Yes. 


an > Oo > 


And that substantiates each and every item that you lost, 
all of your assets? 

Yes. 

With the exception of the house, is that right? 

That should include the house. 


an &> & F 


This particulacs list includes the house, or didn't you 

} submit an appraisal on the house? 

A The 55,000 includes the house. 

Q The 55,000 includes the house, but the attachment: here 

| don't include the house? 

A That is right. The 55,000 is replacement value, not cost. 

| Q Mr. Conlin, did you have an appraisal on the damage to 
your house? 

A Yes. 


| Q And what was the value of your property just prior to the 


flood, according to that appraisal? 


| A tI don't know. I would have to see the appraisal. 

MR. HOULIBAN: Would you mark 

| this for ider.cf ©) cation? 

| (Governme: +'s Exhibit 77 marked 


for identificatic:.) 
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Mr. Conlin, as I understand it, the flood damaged your 
property pretty badly, didn't it? 

Yes. 

The cellar wes caved in on one side? 

On the back and on two sides. 

The back and on two sides? 

And the rear on two sides. The front half remained. 
The house didn’t fall down into the cellar? 

We shored it up in time. 

You shored it up? 


Yes. 


A 
a 
A 
| Q 
s 
| @ 
A 
Q 
A 
| Q 


Then you had miscellaneous water damage thoughout the 
house, is that right? 

Ie was very extensive damage. 

Was it on the second floor? 

Not on the second floor. 

Just on the first flor? 

Yes. 

And in the basement? 

And halfway up the first floor. 

Halfway up the first floor? 


Yes. 


Fo °° ee > en > 


And subsequent to the time that you got your Small Business 
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Adainistration loan, you had the cellar wells put beck, 
reccenstructed, did you not? 

Yes. 

And the interior of the house and the downstairs wes re- 
constructed? 

Yes. 

And you also mede a certain amount of additions end in- 
provements on the property, did you not? 

Bo improvements. 

You made some additions? 

No additions. 

Do you recell that that was epproximately $10,000 worth 
of improvements? 

Ho. They loaned us $10,000 for personalty, not realty. 
Realty exceeded the $10,000 figure. 

How much? 

I don't recall. 

I show you Goveroment's Exhibit 77 marked for identifica- 
tion, which appears to be your 1972 tax return. Is that 
your signature and the signature of your wife at the 
bottom? 

Yes. 


Is that your 1972 tax return? 
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MR. HOULIHAN: I c’ fer G-77. 

mR. LEVY: I have no objection. 

THE COURT: Received. 

(Government's Exhibit 77 marked 
in evidence.) 


Mr. Conlin, I show you Government's Exhibit 77 marked in 


evidence and refer you to the page of an appraisal by 


Millard Brush, Realtor, and you are familiar with Mr. 
Brush, are you not? 

Yes, I am. 

And he is a client of yours, is he not? 

Yes. 

As a matter of fact, you prepared Mr. Brush's SBA applica- 
tion loan, didn't you? 

No, I did not. 

You assisted in that? 

No, I did not. 

Did you prepare his income tax returns? 

Yes. 

How long have you known Mr. Brush? 

I will h «: to guess. I believe at least a year or two 


before the flood. It could have been longer that I have 
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been doing his work. That is the only way I have known | 


him. 
It is a fact, is it not, thet the eppraisal that appears 


in your tax return says thet the house immediately pre- 


ceding the disaster flood was $21,500 and immediately 
following, the wilue of the property vas zero? 

Yes. 

Now it is a fact, is it not, that your house was still 
standing, wasn't it? 

Iemediately after the flood, it was about to fall. 


It wes still standing, wee it not? 

It was teetering. 

And it could be repaired, could it not, and as a matter 
of fect, it was repaired? 

Long after. 

If you had a crew there the next day, it could have been | 
repaired, right? 

Ho. The crews weren't eveilabie, and -- 

Well, if the crews were there? 

No, not even the next day. I* took about e week for the 
water tc get out of the cellar. 

And the lend had no wilue at all? 


Ie was a cruddy mess. 
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The land had no value at all? 
It would cost more to clear the lend to sell it than what 


the Land wes worth. 


And isn't it a fact that you suggested to Mr. Brush that 


the value of your property after the flood be zero? 

No, sir, I never discussed that. I don't even know how 
he got the appraisal figure beforehand. I asked him for 
the appraisal, and there is another realtor's appraisal 
in there, too. 

There is « second appraisal, Ethel Ireland? 

Yes. 

She had the value of your house prior to the flood as 
$23,000? 

Yes. 

And immediately after the flood wes zero? 

Yes. 

And that is in the identical language, is it not, the 
second two paragraphe are in the identical language on 
each one? 

Let we see if they are. 

With the exception with one being $21,500 and the other 
one being $23,0007 


They dictated these letters. I want to see if they sre 
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alike. I have never noticed. All I know is they are 
fore letters, All realtors used form letters during the 
flood. 

MR. LEVY: Will you just answer 
the question, please? 

THE WITNESS: All right. 

They ere similar? 
They ere not alike. 

MR. HOULIHAN: I guess I don't 
have to read them. Since it is in evi- 
dence, the jury c2n make its own deter- 
ainetion. 

THE COURT: They certainly can. 
I don't think we are warranted in spend- 
ing any time about it. 

At the time of your loan spplication, you were required 
to submit a financial statement, were you not? 

Yes. 

And that's shown in the first page of Government's Exhibit 
2,and it shows that you have tot«l assets in the value of 
$64,640, is that right? 


Yes. 


And total liabilities of $2,0007 


> 2 
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And you prepared that, did you not? 
Yes. 
And that substantiates in portion rhe amount of loss that 
you claimed to have suffere! as a result of the flood? 
Yes. This is the replacement value we vere supposed to 
turn in to then, 
It is a fact, is it not, that most of the items that you 
claim here are pretty new that you lost in the flood? 
No. 
Some of them were very old? 
We would have to go through the list. 
MR. HOULIHAN: We won't bother 
with thar. 
Would you mark these for identi- 
fication? 
(Government's Exhibits 78 and 79 
marked for identification.) 
Mr. Conlin, are you the same Walter Conlin that lives at 
140 Fuller Avenue who on June 18, 969, made an offer to 
compromise a $25,000 tax assessment to the Internal 
Revenue Service with an offer of $652.04, showing a book 
value of assets of $30,003.18, and liabilities of 


$22,028.44? 


an >} 4 > 
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When was that? 

June 18th, 1969. 

May I see that? 

Do you recall telking about an assessment with an Internel 
Revenue agent? 

Yes. 

THE COURT: The question was are 
you the same Welter Conlin? That is the 
question. 

Are you the same Walter Conlin? 
Yes. 
That was your statement to him that you had assets? 
(No response.) 
I show you Government's Exhibit 79 for identification, and 
that reflects your assets and liabilities @ of June, 19691 
I have never seen this before. How the figures were 
arrived at, it must have been his own conc iusion. 
Didn't you have a conversation with Mr. Giglio at the 
time? 
Yes. 

THE COURT: What is the document? 


MR. HOULIHAN: The document is 


labeled "Rejection or Withdrawal Memo- 
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randum," a rejection of the texpayer's 
offer -- 
THE COURT: [It is a document 
thet is signed by somebody, isn't ir? 
MR. HOULIHAN: Yes. 
THE COURT: Who is it signed by? 
MR. HOULIHAN: John P. Giglio, 
Revenue Officer. 
Do you remember having a conversation with Mr. Giglio? 
Yes. He called me on the phone and asked for some infor- 
mation, and that is the extent of the conversation. 
It is a fact, is it not, Mr. Conlin, that you did offer 
to compromise their claim for $652.54? 
Yes. 
And thet the amount of the assessment, including the 
penalties, was $25,000, in excess of $25,000? 
To which I disagreed. I felt that the $650 was the correct 


tax. 


Isn't it a fact thet your assets at that time totaled just 


over $30,000 and that your liabilities totaled just over 
$22 ,0007 
We had to include for this accrued items. I do not include 


on tax returns receivables, for instance. 
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I em just talking about total assets. If somebody owes 
you money, that is considered an asset, isn't it? 
Yes, but I don't count it in taxes until I get it. 
That is accurate, "hen? 
Ho. 
It is not accurate? 
It is there, end I can see items that I generally can agree 
to, but I don't agree with the way it is set forth, nor do 
I agree with their totals. 
I show you Government's Exhibit 78 marked for identifice- 
tion, Mr. Conlin, which appears to be «a Statement of Finen- 
cial Condition and Other Information in the name of Walter 
Conlin, and the home address of 140 Fuller Avenue, Corning, 
New York, which shows -- 

THE COURT: If it is @ statement, 

is it signed? 

And that is signed, is it not, Mr. Conlin? 
That one is signed. 
And Marion Conlin, your wife, signed that ar well? 
Yes. 
And that is dated November 4th, 19677? 
Yes. 


And thet shows assets with a cost basis of $28,000 that 
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includes the home for $13,000, is thet right? 

MR. LEVY: I can't see how this 

is material. 
A Yes. 

MR. LEVY: This year is 1972, and 
we are going back now seven years to 
what his statement was there, end cer- 
tainly, thet can't affect his condition 
erretically, change in seven years. He 
said his business doubled in one year. 

MR. HOULIHAN: Your Honor, this 
is based specifically on Mr. Conlin's 
claim on the Small Business Administra- 
tion loan of assets of $64,000. 

THE COURT: When? 

MR. HOULIHAN: This was on the 
loan. 

THE COURT: When? 

MR. HOULIHAN: In 1972. 

THE COURT: That is a difference 
of five years, isn't it? 


MR. HOULIHAN: Yes, Your Honor. 


THE COURT: I will sustain the 
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object ion. 

MR. HOULIHAN: Your Honor, I 
have his income tax returns for the 
years intervening. Mey I continue with 
thet if I have his income tax returns 
for the intervening years to show an in- 
crease. 

THE COURT: What is your t eory? 
Is your theory that his financial con- 
dition hed to be the seme in '67 as it 
was five years later? 

MR. HOULIHAN: My theory is that 


he overstated his assets on his loan 


application to the Smell Business Admin- 
istration. 

THE COURT: When? 

MR, HOULIHAN: I 1972 when he 
*pplied, or in 1973, January, 1973. 

THE COURT Ien't thet a differ- 
ence of five years, then, from the finan- 
cial statement you are now examining 


about which was five years earlier? 


MR. HOULIHAN: Yes, Your Honor, 
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except that the income tax returns for 
the intervening years do not show ther 
kind of increase in incom. 

THE COURT: 4 don't know at the 
moment what they show. I haven't got 
them before me. 

MR. LEVY: Your Honor, the charge 
here in the indictment is failure to 
file this perticular -- 

THE COURT: He is attempting in 
this way to attack his cre lity. He 
can do that even if it goes back a long 
ways. 

MR. LEVY: 1 agree. 

Mr. Conlin, on Government's Fxhibit 73, that shows that 
you had assets with a cost basis including a $13,000 house 
of $28,987.37, is that right? 

Yes, but you don't use cost or 3n SBA application. You 
use replacement cost. “What are you going to have to 
pay new to replace what you lost?" 

It shows liabilities here of $34,777, is that correcr? 
Yes. I see in there liabilities that have been cancelled. 


This was in 1967, and the 1969 financtal statement if an 
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update of the 1967 one, was it not? 

Yes. The Revenue Officer wanted to put down values that 
they could be sold for at that time, nov what they cost me. 
At the time that that was submitted, you vere trying to 
compromise a claim? 

He wanted to know what I had, how much cash I could get 

in a forced sale. That is what all those figures portend. 


At the time you were trying to show to the Internal Revenue 


Service that you didn't have enough money to pay the taxes 


that they said? 
This is what Mr. Giglio compiled in a conference with me. 
He is the one that directed the slant of the whole thing. 
All I did was give him information he requested, because 
I requested an offer and compromise. 
MR. HOULIHAN: Would you mark 
these for identification? 
(Government's Exhibits 80 and 81 
merked for identification.) 
Mr. Conlin, I show you Government's Exhibit 80 marked for 
identification. Is that the 1969 tax return signed by you? 
Yes. 
And that is dated 19-29-71? 
Yes, 


I show you Government's Exhibit 81 marred for identifica- 
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tion. Is that your 1979 tax rerurn? 
Yes. 
And that is dated 19-29-71? 
Yes. These have been -- 
THE COURT: Please, just answer 
the question that he asks you. 
They are incomplete, yes. 
What is incomplete about them? 
1040-X has been taken off the face of them, 
THE COURT: You mean something 
has been removed from them? 
Yes, sir. 
The 1040-X is an amendment to the 197 and the 1969 returns, 
showing that your income was lower ars a result of flood 
loss that you received, is that right? 
We had to take a casualty logs carrieu back and go through 
those years, 
So there is an amended return that goes on that, but in 
the absence of the casualty loss, carry-over, this is an 
accurate reflection of your incone? 
Yes. 
MRK. HOULIHAN: I offer G-78, 


G-79, G-80 and C-f1, 
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MR. LEVY: No objection. 

THE COURT: I don't know what 
Exhibit G-79 is even. 

MR, HOULIVAN: G-79 is labeled 
"Rejection or withdrawal Memorandum." 

THE COURT: Whose memorandum is it? 


MR. KOULIHAN: It is the memo- 


randum of John P. Giglio. 


THE COURT: That is IRS? 

MR. HOULIHAN: IRS. 

MR. LEVY: May I look at these, 
Your Honor? I haven't had a chance to 
really look at them. 


(Pause in the proceedings.) 


MR, LEVY: Your Honor, I'm going 


to object co Exhibit G-79 as not being 
his memorandum, and it was prepared by 
somebody else, and certainly can't be 
used as against him. 

THE COURT: Objection is overruled. 
G-78 through G-81 are received in evidence. 


(Government's Exhibits 78, 79, 


80 and 81 marked in evidence.) 


ror 
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n, the assere, tn basis of cost, woul! be hirher 

than thetr value at the time, isn't that venerally true, 

except with the exception of real estate? Mest percona! 
tems decrease tn value? 

Would you restate that question, please? 

Generally speaking, don't personal items decrease {n value? 
in market value. That is my opinion. 

So an estimare based on cost would be higher than aormal 

with regard to personal property? 

iligher than what? 

Higher than a market value? 

After you had them a number of years, you mean? 

Yes, 

yes, 

Government's Exhibit 79 shows assets of $30,000 in round 

figures, liabtiittes of $22,°°0 i» 1969, taxable income, 

adfusted gross fincone was $5,619. in 1970 your adjusted 

eross income was $5,778. In 1971 gross income, accordin: 

ti the tax return that you submitted to the Small Business 
Indutertration, adjusted gross income of $21,476. In 1972 

had adjusted gross tncome of $3,879. 


fiow, Mr. Conlin, isn't that correct thar ar the time 


applicatton to the Small Business 


it 
ij 
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Administration that you did not have assets of $64,900, 
isn't that correct? 

On that spplication, that is the replacement cost we were 
supposed to submit to the Small Business Administration, 
and that is what I submitted to them. 

Your claim is that you had assets at cost in the amount 
of $64,000 on the day you subritted that application? 
Not on the day I submitted that application -- at the time 
of the flood. 

At the time us the fiood? 

Yes. 

A. the time of the flood, so that would be in the middle 
of 1972, so half of your income for 197° wouldn't be in- 
cluded, would it, to make up those assets? 

I only had about a half-year income in 1972. 

At the time you submitted your loan reauest for $27,000, 
you had to submit # copy of your come tax return, did 
you not? 

Yes. 

And when did you prepare that return, Mr. Conlin? 

The '70 had been filed. The ‘71 1 had prepered and 
decided to go on an extension to June 15th, and I re- 


extended it to July 15th. 
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Why did you prepare it and then get an extension? 

Because it was so close to the 15th of April that 7 vanted 
to review it. It was considerably improved over the 
years. I wanted to review it. 


But it turns out that that was accurate, wasn't it? 


It turns out I lost some of my records ro review it with, 


so I used it, and as far as I'm concerned, I prepared ‘t 
accurately. 

This shows that you prepared that return, coes it not, on 
March 2nd, 1972? 

That is April. 

April 2nd, 1972? 

Right. 

And this is the one that you submitted to the Small Busi- 
ness Administration? 

Yes. 

Now there came a time, did there not, Mr. Conlin, that 
Internal Revenue Agent Donald Meyer came to you, conducting 
an investigation as to why you had not filed your 1969, 
1970 and 1971 returns? 

Yes. 

You heard Mr. Meyer testify, didn't you, rhat he interviewed 


you on October 26th, 1972, and you said you were too busy 
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to talk to him, isn't that right? 

Yes. 

And he advised you of your rights at that time, didn't he? 
He advised me of my rights, and I told him I would like toa 
make an appointment with him for the interview. 

But you couldn't meet with him that day? 

That is true. He stopped in unannounced. 

And you did,some two weeks later, I believe, come to 
Rochester, is that right? 

I don't recall the date. 

But it was in November sometime? 

I don't recall even the month. 

And you told him at that time that you gave him retained 
copies of your '69 return, and you gave him retained 
copies of your 1970 return, isn't that correct? 

He looked at my copies. 

And he made copies of those? 

I believe thet is what he did. 

And you didn't lose those records in the flood, did you? 
No. They were tn my office in a briefcase. 

They were in your office? 


Yes, in e breifcase. 


And at that time you told him thar you had nor prepared 
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your 1971 tax return. Theat is a fact, is it aot? 
In 1971, it had not been filed. It was on extension. 

THE COURT: That isn't the 
question. The question fs had tt been 
prepared at that time? 

Yes, it had been prepared, but they wanted to have a filed 
return. I showed them why it wasn't filed. 

Mr. Conlin, isn't it a fact that they had no record of 
you filing your '69 or ‘70 returns? 

They found them and sent me questionnaires, and there is 
the transposition on the Social Security number, and I 
filled in their information on the questionnaires, because 
they had located them, and the Social Security number was 
wrong, and I gave them the information they wanted, and 
everything went through, and Mr. Meyer wars no longer on 
the job. 

It is a fact at that time, is it not, that you gave Mr. 
Meyer a copy of your application for an automatic extension 
of time to file? 

Yes. 

And at that time you made a copy of it? 

Yes. 


And in addition, you pave him a copy of a Cashier's check ® 


ft 
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in the amount of $1,585, payable to the Internal Revenue 
Service? 

Yes. 

And he made copies of that, and it is Government's Exhibit 
54 in evidence, is it not? 

Yes. 

On this Government's Exhibit 54, it says, "1971 Estimated 


Tax Payments,'' and there is nothing written in there, is 
there? 

No. 

And it states that the total balance due, the total of the 
lines 2, 3 and 4 is zero, and thst is typed in, is it not? 
We frequently don't -- we just want to get this automatic 
in. We put in an amount and send a check with ir. 

And you told Mr. Meyer at that time that you paid $1,585 
and gave him that record, didn't you? 

Yes. 

On the income tax return submitted to the Small Business 
Administration, there is no notation on this income tax 
return, is there, that it hadn't been filed yer? 

No. 


THE COURT: An income tax return 


doesn't become a return until {t is 
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filed, does it? 


MR. HOULIHAN: No, Your Honor. 


THE COURT: I am not asking you. 


I am asking the witness, an accountant. 

Isn't that what @ return means? 
It means it has been filed with the 
Internal Revenue Service? 

A Then it becomes a return, yes. 

THE COURT: Before that, no 
matter how much you work on it, or whether 
you finalize it {n your own office, it 
is not a return, is it? 

Not until it is filed. 

So you knew that at the time you submitted this, thet 
this was not a return? 

Yes. 

But yet, you dated it April 2nd, 1972? 

That is the date when I originally prepared it. 

And that is in your handwriting, is it not? 

Yes, 

And there is no notation on there that it had never been 
filed, is there? 


No. 
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And that shows an estimated tax payment, does it, in the 
amount of $4,200? 

Yes. 

And that would pay all of the taxes, as a matter of fact, 
wouldn't it, with the exception of $2.55? 

Yes. 

And that would show that you didn't have any other lia- 
bility to the Internal Revenue Service, wouldn't it? 

Yes. 

As a matter of fact, as of November, 1972, some two months 
before you submitted this application, you told Mr. Meyer 
that you had only paid $1,585? 

No, I did not, 

You didn't? 

No. 

Is Mr. Meyer lying? 

No -- I don't know. I gave him the extension, and thet 
happened to be attached to it. That is what I gave Mr. 
Meyer. 

And that wasn't intended to show anything about the tax 
return? 


I never discussed the amount of any estimated declaration. 


Mr. Conlin, this has your signature on it, and that is 
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Government's Exhibit 547 

A Yes. 

Q And it is dated April 14, 1972? 

A Yes. 

Q And this would have been some ten days after you prepared 
the proposed return that you submitted to the Small 
Business Administration -- excuse me -- twelve days before? 

A Yes. 

Q And at that time on the proposed return that you submitted 
to the Small Business Administration, it shows $4,217? 

A Yes. 

Q And twelve days later you claim that you don't have any 
estimated tax payments, and you are paying $1,585? 


A No, 


y a) 


That doesn't come out. Tell me why? 

A We just sent in that form requesting automatic extension 
and sent that amount with it, without any indication of 
any credits or on hand or other, because I just didn't 
have any time to make a determination. I just sent in 
that amount of money with it. That is what we do for 
people all the time. 

Q There came a time that you submitted that 1971 tax return, 


did you? 
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Yes. 
And that was submitted in October of 1975, was {t not? 
Yes. 
And that was submitted just prior to the first trial date 


fixed in this case, was it not? 


I don't know anything about any trial dete other than 


this one, sir. October 15th, 1975, was my deadline for 
getting my flood losses in, and that ts what I did. 
You had a deadline of October 15, 1975, to file your 1971 
income tax return? 
Yes, sir, extenuating circumstances, and the Regional 
Director's Office, Andover, Massachusetts, had hundreds 
of them, and I was one of them. 

THE COURT: We will recess until 

two o'clock. 
(A luncheon recess was taken 


at 12:35 p.m.) 
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Rochester, New York 
Friday, April 2, 1976 


2:10 P.M, 


(Trial resumed; jury present.) 


WALTER 2&8. CONLTI &, 
the Defendant, called as a witness in his own behalf, being 
previously duly sworn, testified further as follows: 
CROSS EXAMINATIU TINUED 
BY MR, HOULIHAN: 
Q Mr. Conlin, you prepared ¢ 972 and 1973 return of 
Richardean Wenderlich, is that co .ect? 
Yes. 
It ts a fact, is it not, that Mrs. Wenderlich went to you 
at the time she received notice from the Internal Revenue 
Service chat her returns were going to be audited, and 
she went and talked with you about the audit? 
Yes. 
And you took notes of your conversation with her at thet 
time? 
Yes. 
And at that time you were trying to justify a loss in 


excess of $9,500? 
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We were trying to prepare substantiation for the audit. 
That was one of the items. We weren't trying to do any- 
thing in excess of. 

And it is a fact, is it not, that cic items that you testi- 
fied to, Mrs. Wenderlich never told you about? 


sir, 


Isn't it a fact that Mrs. Wenderlich told you that she did 


not suffer any damage as a result of the flood? 

No, sir. She even re-asserted it again shortly before the 
audit. 

I show you Defendant's Exhibit 22 in evidence, which is 
the worksteet in preparation of the 1972 tax return of 
Richardean Wenderlich. Do you see anything on that work- 
sheet that shows that she told you that she lost her 
greenhouse in the flood? 

There it is (indicating). 

You mean this is the sheet {n your own handwriting that 
was actually submitted or the tax return, is if not? 

Yes, prepared in front uf her and with her. That was 

the year ‘e told me everything. 

And there are no notes on your yellow sheet of paper re- 
flecting © conversation regarding any flood loss? 


No. 


Q 
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And it is a fact, is it not, that Mrs. Wenderlich did not 


lose her greenhouse in the flood? 


IL can't testify to that fact, sir. 


You heard Mrs. Wenderlich testify, didn't you? 
I heard her testify. 
And she said that she did not lose the greenhouse in the 
flood, isn't thet right? 
That is what she said here. 
And she said she did not lose improvements in the flood, 
improvements that were dated 1960? 
That is whet she said here. 
And she testified that she did not lose the bridal con- 
sulting room that was constructed in 1963? 
That is what she said here. 
And she said that she did not even own the truck that -- 
MR. LEVY: I object to that. 
Going through what Mrs. Wenderlich said 
is nothing binding on him, and it is 
not a basis of cross-examination. 
THE COURT: He can deny it. 
The objection is overruled. 
And she testified that she didn't even own the truck in 


1972 that you wrote off here as lost in the flood, the 
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truck purchased in 1965? 

I heard some confusing testimony in regard to the truck. 
The first I was aware that there was any confusion other 
than that which was on the return is in my interview 
with her on August 12th, 1974, in preparation of substan- 
tiation of the audit. 

And the remodeled boiler room, you heard her testify that 


the remodeled boiler room wee constructed in October, 19717? 


I don't recall hearing her on that. 


And this information sheet that you submitted with the 
tax return for 1°72 says it was lost in the flood, isn't 
that right? 
That is put down exactly as she told m at the time I 
wrote that in front of her. 
This is all in your handwriting, is it not? 
Yes. 
And that is what was copied and submitte«. to the Internal 
Revenue Service? 
Yes. 
Was Mrs. Wenderlich lying when she was saying that she did 
not tell you that? 

MR, LEVY: I object. He isn't 


asked to characterize -- 
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THE COURT: I will sustain the 
objection. I don't know how another 
person can determine another person is 
lying. He might determine that they are 
not accurately stating the facts. That 
doesn't mean they are lying. 

The objection is sustained. 

itt. Conlin, was Mrs. Wenderlich not accurately stating 
the facts as she told them to you in preparation of her 
1972 income tax return? 

As of my meeting with her on August 12th, 1974, I srill 
had no reason to believe she was misstating the facts when 
I prepared her tax return. 

Are you referring to some document? 

Yes, 

MR. HOULIHAN: May I see that, 
please? 


(Document handed to Mr. Houlfhan.) 


This was done at a time that you knew the investigation 


was going on, wasn't it? 
Mat was after she had received the audit letter. 
ond you knew that you were being investigated by the 


Tnternal Revenue Service, didn't you? 
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Yes. 


And you knew that concerned the preparation of 1972 tax 
returns, didn't you? 

Not anything to do with me. If was strictly her audit. 
You knew there was an investigation concerning you at that 
time, didn't you? 

Yes. 

And you knew it was in connection with your preparing 
false returns in 19727 

No, 

You didn't know that? 

No, sir. 

I show you Covernment's Exhibit 82 marked for ident ification, 
which is a letter dated February 12th, 1974, from Robert 
MeIntyre to Mr. Conlin at 140 Fuller Avenue, Corning, 

New York, and that is your address, is it not? 

Yes, 

And this was by registered mail with return receipt re- 
quested, and there is a signature on that of Walter 
Conlin? 

That is a staff signature receiving that letter, yes. 


You are say‘ng that is not your signature? 


THE COURT: The letter was re- 
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ceived. 

THF WITNFSS: The letter was re- 
cetved. 

Q Doesn't that, in fact, inform you of the investigation? 

A Yes. I knew it before thar, too. 

Q So your testimony that you just gave to me that you were 
not aware was not an accurate statement of the facts? 

THE COURT: He didn't say that. 
He said he knew there was an investiga- 
tion. He denied he knew the purpose of 
the investigation. 

MR, HOULIHAN: I offer G-82. 

MR. LEVY: I have no objection. 

(Government's Exhibit 82 marked 
in evidence.) 

MR. HOULIHAN: The first para- 
graph of this letter says, ‘as you are 
aware, the Intelligence Division of the 
Internal Revenue Service is conducting 
an investigation concerning your prepe- 
ration of Federal Income Tax Keturns." 

THE COURT: Now what was the 


question thet you asked him? 
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A It was in connection with that investigation. 


THE COURT: This is just a 
debating society unless we have a 
question and answer here. 


What is the cuestion? 


Q Did you, in fact, know at the time that you spoke to Mrs. 


Wenderlich that you were being investigated in connection 


with the preparation of tax returns? 


A Yes. 


Q And you knew at that time, did you not, that you had to 


substantiate everything that was on those tax returns, 


didn't you? 


A For an audit, we would have to substantiate everything on 


the return, or there would be an adjustment. 


Q Did you ask Mrs. Wenderlich whether she lost the greenhouse 


in the flood? 
A You have my notes 
every remark that 


tiation. 


on that, and I can run down exactly 


was discussed pertaining to the substan- 


THE COURT: We don't want you 
to run down every remark. ‘“e want you 


to answer the question. 


(Last question read.) 
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THE WITNESS: That was not the 
topic of conversetion that night. The 
topic of conversarion was that it was 
now time for her to obtain a professional 
appraisal ro substantiate her position 
on what she lost in the flood. 
{t is a fact, is it not, that it was not her position that 
sne lost something in the flood, but your position chat 
she lost souething in the flood? 
i took no position on that, sir. It was her position. 
Did you ask ler when you were preparing the '72 tax return 
whether she lost the greenhouse in the flood? 
{ did. 
vat did she say? 
she said she couldn't have sold it immediately after the 
fiood. She had lost it in the flood. 
Tell me exactly what she told you? 
I cannot recall conversations, but I have my memorandums 
of her answers. 
Where is that memorandum? 
You have it before you. It is a schedule attached to 
the return, “Lost in 6-23-72 | lood." 


That is the memorandum of your conversation? 
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This is the actual record of the conversation. There is 
mo object of making # separate memorandum and then 
transcribing it. I wrote that right there in front of 
her. 

You didn't do that with any of the other ones, did you? 
Oh, yes, sir. 

You wrote "Flood Loss" right on that yellow sheet of 
paper, didn't you? 

Where we discussed it, but there was no need to discuss 
it with her. She had the answers. These were her direc- 
tions to me. 1 urged her to have a realtor. She didn't 
even want to do that. 
Did she tell you she lost the greenhouse in the flood? 
Yes. 
vid she tell you that she lost all of those other items 
in the flood that are shown on that Schedule? 

Yes. 
And she said ‘lost in the flood"? 

Lost in the flood." Wwe headed it right up there just 
like that (indicating). 
Did you have a conversation about what "lost in the flood" 


means ? 


it was my understanding, and it was hers, that if she 


Fo) 


A 


ra 
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couldn't sell it {mmediately after the flood, it wa 


™m 


lost 


in the flood, 
vow you say "irmedtately after the flood." ‘hat do you 
mean by that? 
‘he way Commerce Clearing siouse describes it, 
hat does that mean? 
cou have it over here (indicating). 
THO COURT: You don't mean that 
the whole market value was lost? 
The Ltems are wiitten off on top of the ground -- the 
ground was still there. 
You are not saying that jus~ because no one would buy it 


that it doesn't have a uarket value, or no one could buy 


ry 


In my opinion, if it is not salable, then there ‘s no 


narket for it. 
You are saying that at four p.m. on June 23rd, which was 
after the flood, that {it was not able to be sold? 
I said nothing about it. She read the Commerce Clear ing 
louse exhibit on my desk, and she gave we those opinions. 
‘r. Conlin, did Mrs, Wenderlich bring in the Commerce 

ar ing .iouse section to you? 


nave it, 
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Did she refer you to the section? 
No. I have the pages there for all my tax clients to 


look at in connection with the flood loss. 


She said, “I want you to look at Commerce Clearing House 


regarding this loss?" 

No. I said that I wanted her to, and she did. 

Didn't you interpret that section for her? 

No. 

You just let her read it? 

She read the interpretation right there. 

Isn't it a fact that it is your interpretation that et 
four p.m. since the martial law was declared, that no one 
could buy it; therefore, it didn't have any value? 

I didn't go into that with Mrs. Wender lich. 

Did she tell you that the greenhouse was washed away in 
the flood? 

She said thet it was completely unsalable end unusable 
immediately after the flood, in her opinion. 

Did you ask her what "immediately after the flood'' means? 
No. I left that up to her. 

It is your opinion “immediately after the flood" is 

four p.m., isn't it? 


No, Whenever a casualty is over, it is over, but the law 


+47 
Jt 


Testimony of Walter R. Conlin 


suys “{mmediately after."' ‘he determination of "when" ia 


"immediate." 


And you interpret that to mean at that particular moment, 


is that right? 

At what particular moment? 

Iomediately that moment that the flood is over, isn't thet 
what you are saying? 

That is the way I read it. 

4nd that is despite the fact that twenty days later it 
might be sold for $30,990? 

That is not immediately after the flood. That is twenty 
days after the flood. 

THE COURT: But we are talking 
about the value of the property imme- 
diately after the flood? 

Yes. 

:> is it your position that you only value property at 
one particular moment? 

The Commerce Clearing House says “immediately.” 

Aud you interpret "immediately" to be what? 

wamediately after, and that is what it says in black and 
white. 


THE COURT: I am more inclined 
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to believe that this is just a debating 

society. 
Is it a fact, Mr. Conlin, that you made this suggestion 
to at least five different realtors and that they rejected 
that suggestion? 
I had no knowledge of a rejection, and I made no suggestions. 
Did you have a conversation with George Valley? 
No. 

MR. LEVY: You" Honor, I em 

going to object to his interpretation 

of the rules. That is not why he is 

here. 

THE COURT: Objection is overruled. 

Did you ever have a conversation with George Valley con- 
cerning valuation of property immediately after the flood? 
Not as I recall. 
Did you have a conversation with Matthew P ..*tein con- 
cerning your interpretation of the Coome: ce Clearing House? 
Not as I recall. I don't even know the gentlemen. 
Are you familiar with the appraising firm of Callahan & 
Hooey, Inc.? 
Yes. 


Did you talk with representatives of that firm regarding 


A 
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appraisals? 
I recall Curtis Hooey. 
isn't it a fact that they told you that market value has 
to be based upon a stabilized market? 
I don't recall such a conversation. 
MR. LEVY: I object to what they 
told him. 
THE COURT: Objection is overruled. 
This is cross-examination. He has a 
wide latitude in cross-examination, and 
s0 do you on any witness that he produces, 
THE WITNESS: I have no recollec- 
tion of such a statement or remark or 
conversation on that. 
Now on your Exhibit 22 in evidence, it says, "Lost in 
6-23-72 flood," does it not? 
Yes. 
Loes it give any explanation of what is meant by “lose''? 
It states "Lost in 6-23-72 flood," 
lou wrote those words down there, did you not? 
Yes. 
wheat does lost’ mean? 


In that schedule it meant we wrote off the unde prec feted 
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belance remaining. 

That means that all of these figures that you wrote off 
as lost in the flood would have a zero value afterward2, 
is that right? 

Immediately after. Thet is what that schedule means, yes. 
Now a half-vear later, a half-year after the flood, did 
this prorerty have any market value? 

I believe it does. 

Did you declare on the 1973 return that she had en increase 
in the market value of her property? 

No. 

As a matter of fact, Mr. Conlin, did you show on the 1973 
return information that the whole property lost, realty 
that you claim was lost in 1972 flood, has been rebuilt? 
No, 

i show you Defendant's Exhibit 23 in evidence (indicating). 
Now this shows greenhouse, boiler room and building of 
$13,476, and it is a new basis, is it not? 

I re-established it on the 1973 depreciation schedule, 
what it was before. 

Aud why? 


Because I was not satisfied with the results and the 


information provided me on the 1972 return. Therefore, 
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I did nothing with any of the substantial losses that was 
available for carry-back and carry-over into other years. 
And I let {t stand at that, and I told her that we were 
going to have to re-establish that on the 1973 depreciation 
schedule and go back and amend the 1972 return unless she 
could show me to the contrary. 
As a matter of fact, you never did amend the ‘72 return, 
did you? 
I never got time to do it yet. 
You had time to do her '73 return and put these figures 
down, didn't you? 
That was the initial step towards ‘72. 
And you didn't do the amended '72 return? 
Not as yet. 
Cn this Government's Exhibit 23 in your handwriting, 
doesn't that show that the greenhouse, boiler room and 
building was constructed, or purchased, in October 26, 
1970, some three years before this return was filed? 
We summarized what,was on the prior schedule and put it 

: the top Line: 
And you knew fu11 well from the prior schedule, did you 


not, that the greenhouse was constructed in 1959, didn't 


y ou? 
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Yes. We just took these and summarized and put them on | 


& summarized total. 

You summarized, but you changed the date, didn't you? 
Not with any intention of changing a date. That was the 
total we arrived at as of that date. 

As of that date? 

And it is very customary in preparing depreciation 
schedules to summarize detail and put them in in that 
manner rather than in detail. 

And the same thing is true of the 1960 improvements? You 
just summarized that? 

Tt is all part of the summary. 

And the same thing with the L-idal consulting room? You 
just summarized that in there? 

Yes. 

And the remodeling of the boiler room? You just summar- 
ized that in there, didn't you? 

Yes. I put it all back in. 

And you put it in at the original cost, didn'* you? 

Yes. 

And that is despite the fact that she had already taken 
in prior years depreciation on that that substantially 


ate up the cost? 


503 


Testimony of Walter R. Conlin. 


It was not written off yet, and I had previously advised 
her months before preparing this return that that is what 
we had to do, in my opinion, unless she could show me 
otherwise, 


Mr. Conlin, doesn't this return, 2-22 in evidence, show 


that the greenhouse which cost $4,250 in 1959 had already 


been written off, some $2,333? 

In 1972, yes. 

That was in 1972? 

Yes. 

And in 1973, you put it in again at $4,250, didn't you? 
Yes. 

And that is despite the fact that you also wrote off the 
talance of $1,417 the year before? 

\nich Tf had told her would have to be amended. 

And despite the fact that $4,250 was expended in 1959, 
you show on the 1973 return that this was done in 1970, 
don't you? 

Jo. I show {it summarized on that date. 

And the original cost value, do you not? 


Vac 
40S 


‘od then this allowable depreciation is just the differ- 


ence in period of time from 19-26-1970 to the date of 
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this return, isn't it? 

That is correct. 

so, in effect, you re-established that greenhouse at an 
original cost, even though she had already written off 
the original cost and would have, in effect, give her 
deductions for another twenty-five years that she wasn't 
eutitled to? 

No, sir. 

ov did you arrive at the date of October 26, 19707 
Suumarizing from the 1972, we just added everything up. 
It says right there on 1972 that the greenhouse was built 
in 1959. How do you get to 1970 from 1959? 

We summarized everything on this and brought it up to 
that one-line figure with the understanding we had to go 
back and research 1972. It is quite obvious that there 
are items on the 1972 depreciation schedule thet <lid not 


Lelong there. 


That is exactly my point. It is rather obvious, isn't it, 


.x. Conlin? 
it was prepared from a list that she had given me. 
-t {s rather obvious, isn't it, Mr. Conlin? 
MR. LEVY: I object. It is 


argumentative. 
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THE COURT: Objection is overruled. 
Go ahead. The Judge says you can answer. 
I told her it was obvious. That is why I insisted on 
amending it. 
But you didn't amend it, did you? 
We hadn't gotten to it yet. 
Does this 10-26-1970 represent any particular date? How 
did you get that date? 
Just as a date would be significant -- 
Wait a minute, significant as to wnat? 
THE COURT: Would you give him 
a chance to answer the question? 
What is the significance of 
that date? 
We pick a date -- a significance meaning to us this is 
the date which everything prior is summarized to. 


How does showing a greenhouse constructed in ‘59 for 


$4,250 go into a tax return in the amount of $4,259 as 


being constructed in October of 19707 

It was not intended to mean it was constructed in 1970. 
What was it intended to mean? 

A significant date -- everything is summarized to this 


date, and that is why we have to go back and analyze on 
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the amended return everything that is summarized in that 
one significant date. 

Why the date of 1970? Where did it come from? This was 
in 1974 that you prepered this return. Why dic .'t you 
use 1974? 

Because that would be confused with the dates subsequent. 


We wanted to show it was prior to the flood. 


Isn't it a fact that it would be confusing because rhey 


might discover that you had written off all of these 

items the year before, in 1972, and then tried to re- 
establish them, giving her an additional twenty-five years 
of deprectation? 

No, 

Why didn't you use the date of June 22nd -- 

THE COURT: This is just plain 
out and out argument, 

Questions and answers are sup- 
posed to resolve factual questions or 
questions as to the validity of that 
opinion, 

Q Mr. Conlin, I show you Defendant's Exhibit 24 in <vidence. 
Can you tell me what that is? 


A That is what T would refer to as a "T" account structure. 
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And what, in fact, does that show? 
THE COURT: What? 
What, in fact, does the "T account structure show? 
Each "'T' represents what would normally be a page in a 
general ledger. 
You testified yesterday that Mrs. Wenderlich brought her 
books into you to prepare the 1973 return, did you not? 
Yes, 
And you looked atthose bocks, did you not? 
Yes. 
And you copied figures out of those books, didn't you? 
Yes. 
And those figures were copied from Government's Exhibit 
64 in evidence? 
Yes. 
As a matter of fact, right underneath the figures you 
took out, you put little merks, is that right? 
Yes. 
And those are your marks, are they not? 
Yes. 
And those are called accountant's marks, is that right? 
Yes. 


And saying that you got that figure? 
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Yes. 

Mr. Conlin, on that schedule, you said thet there was a 
$10,000 error. What was that? 

Right here (indicating). 

Why is that an error? 

Because it is written as $14.986.59. And if you look at 
the book, Mr. Houlihan, you can see where that "2" could 
easily be interpreted as a "14,"' unless you look at it 


closely. If you look at it quickly, it could be inter- 


preted as "14." And if you look at it closely, it is 


$24,986.50, exactly $19,000 more. 

THE COURT: Te isn't a question 
of interpretation. It is a question of 
legibility? 

Yes. 

And that was your error, was it not? 

I admit that it must be my error. 

It is a fact, is it not, that that fieure appears on two 
other spots on Defendant's Exhibit 24? 

Yes. I take it from that and insert ic in the property 
account. 

That, in fact, decreases income, doesn't it? 


If income is ten thousend understated it indeed does. 
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And if you understate income, that would be a venefit to 
the taxpayer, wouldn't it? 
To the texpayer -- not to m. 
To the taxpayer? 
Yes. 
You mentioned in your testimony on direct examination 
that you added some figure of $3,700? 
$3,787.50 I added to sales. 
And you just added it to sales? 
In order to make this balance and equal enough money to 
equal her pay-out. 
Did her books and records disclose an entry in sales in 
the amount of $3,787? 
No, sir, but up here it showed she was shy $3,158 to pay 
out, so the difference between that would be some six 
hundred more dollars, I always do this. I always contact 
the taxpayer when things are unreasonable. 
Where did you get the figure of $3,787? 
That is the amount required to make the “trial balance" 
ba Lance. 
You mean the figure was just pulled out of the air? 
No. She was $3,158.81 more paid ovt than what she took 


in. 
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So her expenses exceeded her income? 


I don't know about the expenses. All I am looking at is 


the cash flow. 
You mean that her income did not equal what was paid out, 
60 you had to add the $3,787? 
In situations like this, I normally assume that there is 
an understatement of income. 
You assumed that there was an understatement of income, 
80 you -- 
I clear it with the taxpayer first. 
And you just write that figure in? 
Yes, sir. If it is anything of significance, then we 
pursue it. 
If it is anything of significance, then you pursue it? 
Yes. 
Is $3,787.50 significant? 
She didn't seem to think so. 

THE COURT: Did you think so? 
I thought it was. That is why I called her. 
And did you go over her income with her? 
No, She never brought the books back to the office. I 
asked her to. 


You asked her to? 
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Yes. 
Did you ask her what her income was? Did you ask her 
what her income figures were? 
When she was in my office preparing that, and I put them 
together and gave them to her. 
No. After you found this error and you hed to add the 
3,787? 
She just told me to go ahead and put it in and -- 
She just told you that? 
Yes. 
You didn't say, "Let's check your figures on income to 
see if you have more"? 
Yes, I did, 
What did she do? Did she iead you the same figure? 


I asked her if that might be bo.: wed money or invested 


money that wasn't reported in income. She said, "Go 


ahead and add it in." 

Did she say that it was borrowed money? Did she tell you 
that? 

No. She just said to go ahead -- 

Did she say it was invested money? 

No. 


Did she give you any explanation for it? 


1166 
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Ho. 
Did you tell her that you wanted her to give you the 
figures of gross income again? 
No. I already had them, I thought. 
And you never chected into it? 
Not beyond my approval from her to proceed accardingly. 
Mr. Conlin, I show you Government's Exhibit 9-A, which 
is your worksheet on Charles and Mary Ryder, is that 
correct? 
Yes. 
It is your testimony thet you prepsred this at the time 
that the taxpayer was in your office discussing that 
return? 
Everything there was prepared at the time they were there 
that one night, because they were * new client. 
Mr. Conlin, if T understand your testimony correctly, you 
charged forty dollars an hour, is that right? 
Yes, 
Why do you charge forty dollars an hour? 
To cover my cost of operating an office and aiso to have 
some compensation for myself. 


To cover the cost of operating your office and to compen- 


sate yourself? 


Q 
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Yes. 

You mean as a Public Accountant? 

Yes. 

And would someone who is not a Public Accountant charge 

lese then forty dollars an hour? 

I don't know. TI used to. 

THE COURT: He didn't say every- 

body should charge that. He didn't 
say atiybody should cherge that. He said 
he charged it, and not only for his own 
services but for all his office overhead. 
te didn't set thet forth as a standard 
in the tndustry. 

Isn't it a fact, Mr. Conlin, that you charged forty dollars 

an hour because you feel that you have a special expertise 

as a tax preparer to assist clients in preparing their 

tax returns and tell them whet {fs deductible and what is 

not deductible and to compensate you for this, you charge 

forty jollers an hour? 

T naturally value my time, my talente and my services. 

And that is why you charge forty dollars en hour? 

To cover #11 of my cverhead and my cost of doing business 


and to provide myself compensation. 


Fo a © ee > a a © 
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I call your attention to the worksheet of Charles and 
Mary Ryder, and according to your notes, when did they 
appear in yor office? 

March 22nd, 1973. 

And at what time? 

At 10:90 p.m. 

What time did they leave? 

Eleven thirty. 

And that was an hour and a half, was it not? 

Thet is correct. 


Now at forty dollars an hour -- 


THE COURT: That isn't the whole 


thing of preparing a tax return, the 
interview, is it? 
MR. HOULIHAN: That is what I 


want to find out. 


THE COURT: You know it isn't, 


don't you? I say that you are wasting 


our time if you say his services are 


done vhen the interview is over. That 


ig when they start. 


Are your services done when the interview is over? 


In some cases, yes, and in some cases, no, 
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In the case of Mr. and Mrs. Ryder, was the services done 
at the time that you completed the interview? 

This was completed with them that night, but there were 
prior phone calls in a meeting with them in my office in 
connection with the work that I was doing for them. 
Isn't it a fact that you got charges on here totaling 
$163? 

Yes, sir. 

And this is "$3" on top. What does the $3 represent? 
Xerox has advised me I am undercharging. This is a three- 
dollar constant I put on the returns as a contribution 
towards some of the cost of doing the Xeroxing, and it in 
no way completes the compensation of it. 

And the "$60,"" what does that reflect? 

The hour and a half of time. 

And then you've got $49 for talent? 

Yes. 

What is that? What is "talent''? 

They called upon me and my staff and spent considerable 
time where my staff was trying to explain to them what I 
was meaning about preparing a list of personal losses 
over and above those that they prepared for borrowing 


money for replacement from the SR. 
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You described that as "talent''? 

Yes. 

And did you explain that to them in the hour and a half 
that you talked to them? 

I went over it again, too, but not much time was spent on 
the flood aspect that night. They were supposed to come 
in prepar«d for it. 

So there should be some notes for an additional meeting 
with the R-ders, is that right? 

Ther is no appointment time previously. There were many 
phone calls, and they did come in and spend time with my 
staff on what I meant by a list of personslty that was 
lost, that was different from that which they borrowed 
money to replace. 

In addition to your $4 an hour for the interview, you 
charged an extra $40 for "talent,'' to explain to them 
what the list is? 

No. 


What? 


That "talent" <'arge is time they consumed drawing upon 


our time and explanation, illustrations, showing others 
to them why they could write off more on the tax return 


sS a casualty loss, even though the Small Business Admin- 
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istration wouldn't loan them money to replace some of 
those items. They were of the opinion, Mr. Houlihan, 
that {if they had an item Like an antique, or some items 


that were not necessary for rebuilding their post-flood 


life, that they couldn't write it off because SBA wouldn't 


loan them money to replace it. SBA loened money only to 
replace those items that were necessary to rebuild their 
life again after the flood. For instance, a person could 
write off skis, but they couldn't borrow money to buy 
skis from SBA. 

And you didn't explain that to them in your hour and a 
half interview with them? 

They were to come prepared for that. At issue at that 
interview was, ‘Where was the list?" 

Did you provide them information from the CCH Tax Service 
at that time? 

Yes. CCH I had on my desk, those Xerox pages, for the 
bene: it of my clients to read so they could know first 
hand from the official Service rather than getting it 
from myself. 

And then did you explain it to them? 

IT don't recall if there was much of any explanation at 


that particular time. 


558 


Testimony of Walter R. Conlin. oe 
You let them read the tax law and let them make their own 
decision? 
Oh, no. I let them read what there is here, what CCH ex- 
plains, and here is the illustration right there in the 
Commerce Clearing House Manual. And "yes," we discussed 
it, but I can't recall what the discussion may have been 
with them in particular right now. Any discussions I 
would be glad to discuss with them, but I did insist on 
a list from them, and that is what they agreed to come in 
with. 
This was during the hour and a half interview? 
Yes. 
Now subsequent tc that interview, did you talk to them 
about casualty loss? 
Following that interview? 
Yes. 
It was concluded with them on the night of their appoint- 
ment. 
Did you talk with them after that? 
There may have been some conversation with them when they 
came in to sign their medical returns. I cannot recall. 
Do you recall an hour conversation with them at the time 


they came in to sign the return? 


pe) 


562 


Testimony of Walter R. Conlin. 


Usually, and espectally with ne» clients, it is completely 
reviewed with them before they sign. 

And this is after the tax return ts already completed? 

Yes, 

And you charged them an additional hour at thet point, 

{s that right? 

No. That is part of our overhead. We have what we call 

a flood charge. 

I'm trying to find out, Mr. Conlin, what the $40 in "talent" 
is? 

T have just explained it to the best of my ability, sir, 
what I thought what that was. 

In addition to the $40 fo flood, the $40 for talent, 

the $60 for your time, and the $3 for Xeroxing is $163, 
which they paid you to do the 1972 tax return for them? 
Yes, 

What is the $60 for? 

THE COURT: This defendant isn't 
charged in this case with overcharging 
for preparing of income taxes. There is 
no regulation for the charge for prepa- 
ration of income taxes. The IRS doesn't 


have any control over what he charges. 
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MR. HOULIHAN: Your Honor, I 
believe it goes to motive and intent. 

THE COURT: The purpose of this 
examination is for him to justify what 
he charged for the preparation of income 
tax returns, And if it hasn't that pur- 
pose, I don't know what it is for. 

MR. HOULIHAN: For motive and 
intent, Your Honor. 

THE COURT: Motive for what? 

MR, HOULTHAN: Motive for over- 
stating a client's deductions, that 
that would permit him to charge more 
money. 

THE COURT: I suppose if you 
rationalize far enough, you might reach 
that conclusion. 

Q So on top of the talent charge, you charged an extra $60 
for flood, is that right? 

A Yes. 

Q_ And this return did not include any appraisal? 


A No -- it was personalty. 


| Q Mr. Conlin, on the worksheet provided by Mrs. Ryder, she 


> 


> 


1175 


571 


Testimony of Walter R. Conlin. 


shows a telephone expense for "On call at Corning Hospital" 


of $15 per month, is that correct? 
That is what this says. 
Did she tell you that? 
Let me see -- 
Let's look at the deduction on rhe return. 
I would like to see my worksheer. 

(Pause in tue proceedings.) 
Is that correct, that they told you it was $180, fifteen 
times twelve? 
Fifteen dollars a month times twelve is $180 plus sales 
taxes, Federal Excise taxes bring it up to @ total of 
$219.60. 
So you added twenty two per cent on top of the $15 per 
month that they told you that they paid? 


That's right, seven per cent and fifteen per cent. 


Did you ask them whether that was a total charge that rhey 


had to pay, $15 a month? 
This was excluding the taxes they had. 


They told you that excluded the taxes? 


Yes. This was not the total bill. They had taken this out 


&s a base charge, and it was not supposed to include any 


long-distance telephone calls, as I recall the conversation. 
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I usually try to be sure they don't include long-distance 
phone calls. 

It is a fact, is it not, that Excise taxes on telephone 
calls are not deductible? 

This wasn't intended to be as a tax deduction. That is a 
business expense deduction. She was on twenty-four hour 
call. The phone bills aren't deductible, either, except 


for business. 


You deducted $299 for gasoline taxes, did you not? 


Yes. 

And I believe on your worksheet that ic for 52,000 miles, 
is that right? 

Yes. 

Did they give you any other figures with regard to mileage? 
As I recall, these were worked out with them, because they 
were endeavoring to determine what their overall mileage 
was for the year. I believe they had some miscellaneous 
memorandums of a few places they went when they came in, 
but when we ended up, these are the a@pounts they gave to me. 
And that is the total amount of mileage? 

Yes. There is an error of five thousand in the addition 
here. 


There is what? 
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There is an error, I believe, of five thousand in the 
addition. 
Was that an error in favor of the taxpayer? 
It should have been 45,000 mles, and I have 52,000 miles. 
It is purely an error in addition. 
And that would give the taxpayer a greater deduction than 
they deserved, is that right? 
That is correct. 
You deducted, did you not, om that particular income tax 
return 2,000 miles as a donation? 


1,960 miles fa Civil Defense. 


Did you deduct the 1,960 miles from the total 52,000 miles 


that you gave him the deduction for? 

No, sir. That is purely an overstatement. I should have 
done it, and I do it regularly. That was an oversight. 

Mr. Conlin, I show you Government's Exhibit 60 marked in 
evidence, and this is the workshe ¢ prepared by Mrs. Ryder, 
and it says: "First Aid Station, 14 miles a day," and 
then it has got some handwriting of yours, does it not? 
There are some notations on there. 

Does that say, "14 times 14''? 

That is what it appears. 


Wrat is "14 times 14"? 


Q 
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(Mo response.) 
Is it 1,960? 


THE COURT: If it is one figure, 


it can't be any other figure, can it? 


That is just a surplus question. That takes time. 
Fourteen times fourteen is 196 miles, ien't it, Mr. Conlin? 

THE COURT: I'm sure we shouldn't 
keep the jury waiting while he figures 
out a simple problem of arithmeric. 

That is on her worksheet there. I don't have anything on 
my worksheet, so they must have worked it out in conversa- 
tion with me and given me that figure to put on here. 
Those are your figures, fourteen times fourteen, aren't 
they? 

I don't recognize them. They could be. 

THE COURT: Just a moment. Look 
at it and see. Can't you tell your own 
handwr it ing? 

(Pause in the proceedings.) 

THE COURT: If you can't, all right. 

THE WITNESS: Yes, it looks like 
it. 


And that says "fourteen times fourteen"? 
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Yes. 


And then over on the side there is some more handwriting, 


isn't there? And that is your handwriting, ten't it? 

Yes. 

And that says 1,960, doesn't it? 

Yes. 

And it is times seven cents, isn't it? 

Right. 

And that is the amount that you took as e@ charitable deduc- 
tion? 

And that was under their instructions. I should have had 
that on my vorksheet rather than their worksheet. 

But you knew the figure fourteen times fourteen? This was 
just an error in multiplication? 

No, sir. There {is something behind that 1,960. He was 
involved in something, too. 

Is there any nu.e on your worksheet regarding that? 

No, I don’t have any of that on my worksheet. 

And you don't have any notes on this particular worksheet 
of Mrs. Ryder in your handwriting showing any additional 
mileage? 

No. I concluded this was written in here in a discussion 


with them. I know he was involved in something as well 
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as she. And I remember the discussion which caused me to 


put that on there. 


Normally, I spell that owt on here, and 
I should have. 
But you didn't? 
I did not. 
And that is an error? 


I wouldn't say it was an error. 


THE COURT: If you can tell us 


what it is, tell us, and let's have it 


over with. 
A It is not an error as far as I'm concerned. 
Q What is it? How did you arrive at that figure? : 
A I don't happen to have memorandums on how I arrived at that. 
THE COURT: You can't tell us, 
then? 
A That's right. 
THE COURT: All right. Let's 
pass to the next item. 
Q If the taxpayer had only 106 miles in actual mileage as a 
donation, and you deducted 1,960 miles, that would be a 
benefit to the taxpayer, wouldn't it? z 
A It would be. 


With regard to the child care on Mr. and Mrs. Ryder's 
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return, you have an amount equal to $1,180, is that correct? 


Yes. 


And how did you figure that? 


At fifteen doliars, plus ten dollars a week for January, 


February, March and May; June, ten dollars a week, July 
and August; and another fifteen plus ten dollars 4 week 
except October, November and December. 

So that was twenty-five dollars a week for ten months? 
Yes. 

And fifteen dollars per week for two months, is that right? 
Fifteen dollars a week for two months? 

Is that correct? 

No. 

What? 

Ten dollars. 

Now on the worksheet prepred by Mrs. Ryder and given to 
you, Government's Exhibit 60 in evidence, it shows just 
the opposite, doesn't it? It shows fifteen dollars a 
week for ten months and twenty-five dollars a week for two 
months? 

Yes. 

When the child was not in school? 


I don't know about the "in school," but that is whar the 
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sheet shows. 
So the figures are just reversed, sren't they? 
é Those are her information, and I have this information 
here. 
THE COURT: That was her informa- 

tion. Where did you get your iniormation? 
From them that night. They psid fifteen dollare a week 
plus ten dollar: 1 w*2k to someone else that wasn't going 
to report it on their return, and therefore, the under- 
standing was they would not claim it. That ten dollars a 
week person was paid that all year long. The fifteen 
dollars a week they did not pay during the summer months 
or during the two months of the year, which turned out to | 
be July and August. They were claiming fifteen dollars a 
week there, ard it only should be ten di ‘ars a week, 
That person wasn't going to claim it, so they weren't 
going to claim it on this return. 

I have my memorandums right here where I disc 1ssed it 
with them, and they agreed that they would take it orrectly, 
that they felt that they could have somebody to subrtanti- 
ate that fifteen dollars a week in the summer months if 
it was necessary. I said, 'No go. Put down what you 


actually paid," 


EN er! 
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So they asked you to falsify their return? 

They had intended to claim fifteen dollars a week for the 
months of July and August when they were only paying ten 
dollars a week. 

And you refused t> do it? 

Yes. 


And in addition, they asked you to deduct more money than 


what was actually shown on the worksheet that they gave 


to you, isn't that right? 
In conversation with them, it was discivsed they had this 
ten dollars a week all year. 
But that is over and above what they told you on this 
worksheet, is that right? 
It would be twenty-five dollars a week instead of fifteen 
dollars a week for ten months. 
And the amount shown on the tax return is larger than the 
amounts that would be shown if these figures were used on 
the worksheet, is that right? 
It turne out that way, yes. 

‘THE COURT: We will take a short 

recess, 
(Recess from 3:20 p.m. to 3:50 p.m.) 


Did you hear Mrs. Ryder'’s testimony in this courtroom? 
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Yes. 

Was she mistaken as to the facts she related to this court 
and jury? 

I can't recall her testimony. 

THE COURT: She testified to a 
great many things. She may have been | 
mistaken as to some and accurate as to 
others. Particlarly, what do you have 
in mind. 

Wes she accurate as to the statements that she made with 
regard to the amount of money that she spent for a baby- 
sitter, child care? 

MR. LEVY: I object to what she 
spent. It is what she told him she spent. 

MR. HOULIHAN: I will rephrase 
the question, Your Honor. 

Was she mistaken as to the amount of money that she told 
you that she spent for child care? 

I have here what she told me. 

And is what you have there different from whe she testi- 
fied to? 


I can't recall what she testified to. 


You were taking notes, weren't you, during her testimony? 
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|A TI didn't take notes on those particular items. 
MR, LEVY: He ien't on trial for 
his notekeeping. 
THE COURT: Objection is overruled. 
I would like to get this thing 
wound up. 
Q Mr. Conlin, turning to the tax return of Gary and Carol 
Warner, it is a fact, is it not, that -- 
THE COURT: In connection with 
that remark, the specific question is, 
did he assist in her making a fraudulent 
return? That is the question here. 
| I think what is embraced in your 
question was not concise. It wasn't 
understandable. 
MR. HOULIHAN: I will withdraw 
| the question, Your Honor. 
| Q In regard to the tax return of Mr. and Mrs. Warner, I be- 
lieve you testified on direct examination that all trailer 


parks assess taxes on the people who live there, who rent 


the property? 


{| A Yes. 


Q that your understanding? 
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Yes. 
Even though they don't own it, the City taxes them? 
They own th modile home. 
But they don't own the property underneath it? 
That's right. 
Isn't it a fact thst the only person that is taxed is the 
trailer park ower? 
No, 
And he is taxed a certain amount on each lot? 
No. 
HE COURT: Well, different 
communities may charge different taxes. 
That is a fact, is it not, Mr. Conlin, that you have to be) 
the owner of the property in order to be taxed property 
taxes? 
THE COURT: Where? 
MR. HOULLHAN: In the State of 
New York. 
THE COURT: You are attempt ing 
to say it is universal in the State of 
New York? 


MP. HOULIHAN: Yes. 


THE WITNESS: No. 


| Q 


A 
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It is not true? 
To my knowledge, it is not. 
On the 1972 tax return, you show a deduction of $516.46 for 
a home mortgage, is that right? 
For mortgage interest. 
Mortgage interest? 
Intended to mean mortgage interest on their mobile home. 
How did you arrive at that figure? 
Your Honor, may I see my counsel? 
TRE COURT: What? 

May I see my counsel? 

THE COURT: No, no. You are 
here to answer questions now ke can 
object if he thinks the question is ob- 
jectionable. 

THE WITNFSS: Pardon me. I 
was looking at the wrong Line. 

I arrived at sixty payments at 
71.73, which ts $4,303.80 at twelve 
per cent is $516.46. 

So you deducted the interest on all sixty payments in one 
vear, isn't that a facr? 


That was the amount he saftd was due for the year 1972, 
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And he told you sixty payernts? 
$4, 303.80. 
Did he tell you sixty payments? 
He said he had to make sixty payments of $71.73 so that 
he owed $4,303.80 in 1972. 
And he told you he made the sixty payments in 1972? 
No. This is the balance he owed in 1972. 
How much did he pay in prior years? 

Did you discuss that at the time? 

I would have to look at the orior years. (Pause) But I 
see here he ‘s a new client. This ts the first I talked 
to him about it. 


Refer to the casualty and theft portion of that return in 


1972, ane don't you have shown on there that the cost of 


the mobiie home w © $6,500? 

Yes. 

Did he tell you that the made sixty payments and paid the 
whole amount of the mobile home in 1972? 

No. 

But you wrote it off as sixty payments times 71.73 and 
then you took twelve per cent of that as the interest 
charge, is that right? 


On the balance owed ‘n 1972. 


585 


Testimony of Walter R. Conlin. 


Didn't you question whether the payments were made over a 


period of time? 

They obviously are made over a period of time. Yes, he 
said so right here, sixty months. 

Sixty months? 

Yes. 

So he made the payments over sixty months? 

Yes. 

And the payments were $71.73? 

Yes. 

And you deducted the whole amount of the interest in one 
year, didn't you? 

No, just the 1972 amount, twelve per cent. 

What does the twelve per cent represent? 

The interest he said he paid on the unpaid balance. 

If you make sixty paymente over five years of 71.73, how 
much do you pay in one year? 

(No response. ) 

That would be twelve times 71.73, wouldn't ir? 

Yes, out of which $516.46 would be interest. 

That is your calculation, is that right? 

Yes, 


If twelve payments of 71.73 equals $869.76 and twelve 
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cent interest on that yearly payment, would that equal 
$516.46? 

On the amount that he paid? 

On $860. 767 

Could I have your question again, plesse? 

Payments of $71.73 for twelve months equals a total payment 
for the year of $860.76, is that right? 

Yes. 

What is the interest that he paid that year? 

$516.46. 

Is $516.46 twelve per cent of $869? 

No. You figure interest on the unpaid balance, not on 


what you pay. 


Don't payments include principal and interest? 


Yes. 

So 71.73 included both principal payments and interest 
payments? 

Yes. That is wnat I concluded from this. 

And you said sixty payments on there? 

Yes. 

But that is not sixty payments in one year, is it? 


No, 


Over how many years would that payment be made? 
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Five years. 

How much would he pay in one yeer? 

Twelve times 71.73, according to this. 

Will you accept my figure of $860.76 as being the total of 

the principal and interest payments for that year? 

It sounds all right. 

And you @re concluding that if he paid a total of $860.76 

in one year, that of that he paid interest of $516.49? 

Yes. Now whether that interest was included in his princi- 

pal payment, I don't have any memorandums whether we even 

discussed that. But in talking with you now on the surface, 

it would appear that that would be true, or it could even 

be on top of the principal payment. All I know is here 

is calculated how much he owed on which he paid principal 

and made the calculations on the figures he gave me, and 

he said he owed a balance of 4303.80, and his interest 

rate on that was twelve per cent on the unpaid portion 

each year. 

That is what he told you? 

Yes. That is the way I understood it. 

Did you hear Mr, Warner testify at this trial the* he had 

paid off the travel trailer before the year 1972? 


I didn't hear that. 


A 
Q 
‘A 
1 Q 
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I'm calling your attention to your worksheet on Peul and 
Vicki Carozzoni, and it is a fact, is it not, Mr. Conlin, 
thet that was the first time that they ever cawe to you 
to prepare tax returns? 
Yes. 
And isn't it your practice when people first come to you 
to determine what items of income that they have? 
I asked them what income they had to report. 
And did they tell you that they owned an apartment? 
As I recall, I was advised they had purchased a home and 
were in the procese of remodeling it, that it would have 
up and down apartments, and it was hit by the flood. 

And they got into the casualty loss, and I outlined 


within the necessity when it became rental property. 


Did you ask them if they had any income from rental property? 


No, I didn't. 

But as a matter of fact, you have a note right on your 
worksheet, and it says, "Up and down apartments," doesn't 
it? 

"Up and down apartments," right. 
And that is in your handwriting? 


That's correct. 


And you never asked them whether or not they had any income 
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No, 
And if they did have income from apartments and it was not 
reported, that would be to the texpayers .e would it? 
Yes. 

I call your attention to the 1972 tax return cf Mr. and 
Mrs. Carrozoni, and this shows sales tax deducted for 
building materials of $558.82, does it not? 

Yes. May I have my worksheet? 

Is that what it shows? 

"Post-flood rebuilding."' That is what thet means. 
That means "post-flood rebuilding"? 
Right, sales tax. 
Referring to your notes, what does that figure of $558.82 
refer to? 

$2,800 to a store, Silver Peacock; $19.19 for paint; 

$5.52 for pine; $7.38 for a Dura-bed -- well, it is Dura- 
bead or Dura-braid, or something here. And ceiling mate- 
rial, $86.11; and there is $26.36 for something that I 
can't quite read my sbbreviation here. And $175.28 for 


plumbing; $256.53, plus another $49.05 for electric; 


$134.63 for wall material; $383.06 to Wolcott's; $1,261.92 


for carpeting; total of $5,204.°2, seven per cent 


H 


co) > 2 


A 


& 
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And that amounts to whet figure? 
Three hundred and sixty four -- and then over here ts the 
rest of it, $364.14, it looks like. Then they had invoices 
on these, $717.96, $910.29, $171.07, $979; total $2,778.32, 
at sever per cent. That is $194.48, and the two together 
equal $558.82. 
Thet is what is shown? 
Which appeared on the return. 
For building matertals? 

THE COURT: Tax. 
Both post-flood rebuilding. This is the sales tax on it. 
All right. That says on that worksheet of yours, ur 
neath the ones that you said they had invoices for, tt 
says, ‘Furnishings ere personal," does it not? 
That's right. 
Those are furnishings? 
Right. 
And noc building m*terials? 
Post-flood rebuilding, replacement. 
Isn't it a fact, Mr. Conlin, that they didn't get married 
until efter the fl. 4d? They hadn't moved into their 
apartment? 


(No response.) 


591 
Testimony of Walter R. Conlin. 
They got married after the flood, right? 
This is all post-flood purchases, however. 
Furnishings? 


Yes. 


And you said you made a note on there that it was personal. 


Now that would be as opposed to bus‘ness, wouldn't it? 
Opposed to business, right. 

THE COURT: Doesn': this item 

deal with tax on building materials? 
Sales tax. Post-flood rebuilding means replacement of 
personal effects -- 

TE COURT: I know what ~hat 
means, but what I want to know, aren't 
we talking about a tax that you took 
for a deduction on, for building materials? 

Not intended to mean constri tion materiale. 

THE COURT: What? 

Not intended to mean construction of buildings 

THE COURT: What does "building" 
mean? 

Post-flood rebuilding is the term we used for everything 
in that flooded area. That is what the SBA loans -- 


THE COURT: You mean even buying 
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@ new rug means building materials? 
Right, post-flood rebuilding. That is even the SBA termi-. 
nology. 
So you gave them a deduction for furnishings? 
Right. 
For furnishing their own apartment, for sales tax over and | 
above the cable? | 
Yes, The reason I wentione? that it was personal, to show 
that it wasn't going into their rental situation, when 
they rented it. 
When they rented it? 
So he wouldn't set it up on « depreciation schedule. 
So then you did have a discussion about whether or not the, 
place was rented? 


Not that it was rented, that it was going to be rercted. 


Thet is the way I interpreted everything here. I was ad- 


vising them on how to keep the records separate for next 
year when it became rented. 
Mr. Conlin, refer to the schedule attached under "Business| 


expenses as a plumbing tradesman," 


and the original return 
has a statement on it, and it has a Xerox copy of your 
worksheet, is that right? 


Yeas, sir. 
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And that is all done in your own handwriting? 
Yes, sir. 
Did you ask Mr. Caruzzoni whether he owned his own tools? 
Te never dawned on me to ask him that. We discussed the 
tools, 
You never asked him who owned them? 
No, 
Did you ask him if he owned the truck? 
It never dawned on me that ho didn't realize that he had to 
own the truck in order to take this deduction. 
He didn't realize it? 
I said it never dawned on me that he did not realize it. 
I found out since that he didn't. 
You didn't ask him that? 
No, I did net. 


You are the one that was preparing the tax return, were 


you not? 

That is right. 

And you were advising him as to what was deductible and 
no? deductible, weren't you? 


I was pursuing ali angles, and this was one of them. 


You were pursuing ail angles, but you neglected to pursue 


the argle of rental income? 
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I didn't realize the place was rented, or I would have pur+ 
sued it, 

It is a fact, is it not, if he didn't own his own tools | 
and that if he didn't own his own truck, thar he would not 
be entitled to that deduction? 

That is true. 

This was an error in favor of the taxpayer, then, is that 
correct? 

Yes. 

Now calling your attention to the 1972 tax return of 
Lindbergh and Jane Payne, I show you Defendant's Exhibit 11 
in evidence, and it is your worksheet, is it not? 

Yes. 

On the worksheet does it show how high the water was in 
their basement? 


It just says, “Cellar is filled. Three feet around the 


house, Yard a mess, Celler needs strengthening." 


And the tax return that was filed on t» 1alf of Mr. and Mrs, 


Payne shows water at six feet, does it not? 
Yes. 

And that is in your handwriting, isn't it? 
Yes. That is what she told me. 


But your notes show that it was three feet? 
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No. Three feet around the house and yard. The cellar 
was filled. 
And her cellar is six foot high? 
Tt ie more than six feet high, I guess. I don't know. I 
didn't ask her. 
If the cellar was six feet high and six feet around the 
house, wouldn't the cellar be full? 
Yes. That is what this says. 


Where did the amount of personal casualty less come from? 


I looked to see if maybe Mr. Payne had anything to say 


about it, but it appears just Jane Payne quoted it. 

I show you Government's Exhibit 57 in evidence, which is 
the worksheets of Mr. and Mrs. Payne, and it shows that 
their estimated cost to replace their personal property 
was $1,183, does it not? 

That is his portion. He is in business, and that is his 
business portion, and she gave = the personal portion. 
Assorted clothing, froning board, is that part of his 
business? 

Books, bookcase, desk contents, chair, Black & Decker 
electric screwdrivers, assorted clothing in connection with -- 
and I can't quite make that out. 


"jroning board"? 
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Yes. It says, "ironing board." It must uave becu in the | 


cellar, I guess. 

And tool box contents, saws, electric equipment, 
fishing equipment, table radio, blow torch, table Lemp. 

Now Jane has clothing, too. That aust have been 
Lindbergh's clothing, end she gave me the rest. She 
would give me whatever furnishings she had, and together 
she cane up with, adding what she had to her husband's, 
was $3,700. 

How she did not have a list, apparentiy, becav:: I 
so drastically reduced it. I only took $1,200, which i» 
just sevente-n dollers more than what he hag = I just 
apparently took a third of it approximately, thirty per 
cent. 
On that worksheet it says that “hat is the estimated cost | 
to replace them, isn't it? 
Yes. 
You didn't, in face, take any seventy per cent, did you? 
Well, twelve hundred is less then one third of 3,700. It 
looks Like I tovuk arcund thirty per cent of their whole 
thing, including this $1,183. 
Also the $3,700 that is shown on the personalty was in 


addition to the stuff that is shown on the worksheet? 
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It includes this. 

It includes that? 

Yes. 

So that there was some $2,500 worth of clothing and per- 
sonal property in the cellar tnat Mrs. Payne told you 
about? 

Mo -- including this, that would make it roughly around 
$2,600 more. 


And she didn't have any list or anything like that? 


What she had with her she took back with her, but this I 
got from her veibally that night. 

Verbally, but she did leave you this list, didn't she? 
Lindbergh came and gave me that list himself with her. He 
could not stay. That is why he wrote it down. Normelly, 
he never writes it down. 

And she gave you information on top of that? 

Yes. ¢£ stayed for the appointment. 

She stayed for the appointment, and Lindbergh went home? 

I don’t know where he went. 

But he wasn't there? 

He couldn't stay. 

And the rext day Mrs. Payne came in to see you to tell you 


something that she didn't want to tell in front of her 
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husbend who wasn't there at the time of the appointment, 

is that right? 

The prior year that is true. This year she just came in 
with additional information because she didn't have it 
with her. 

Because she didn't have it with her? 

Yes. She was with her husband when she came in. 

But she stayed at the interview without her husbend, didn't 
she? 

That is right, but she didn't have it with her when she 
came, so she came in the next day with it. 

Did you hear Mrs. Payne testify tha she did not give you 
any more information other than what is on that worksheet ? | 
No. 


If she did testify jn that way, would she be wistuken? 


| 
If she testified that way, she obviously didn't see what | 


the worksheet contained. That vas just Lindbergh's business 
on this worksheet, and his personal. 
Lindbergh's business includes clothiug and an ironing 
board, is that right? 

(No response. ) 

Do you know what kind of business he is in? 


He works for Corning Glass, and he also i» a Constable. 
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And does he use tire ironing Yoaerd in connection with his 
Constable business or in connection with employment at 
Corning Glass Works? 

I recall conversations, I believe, that he might even 
press his own uniform. I don't know now. Whose ir-ning 
board it is, . don't know. It was on the list that was 
given to me. 

I call rour attention now to the tax return of Casper and 
Lelia Minier, and I show you Defendant's Exhibit 17 in 
evidence, which is your worksheets, is that correct? 
Yes. 

Now wit’ segard to the gas mileage, how aany miles did 
Mr. and Mrs. Minifer tell you that they drove that year? 
He said two thousand more than the prior year. This was 
the flood year. 

Okay, and how much was the prior year? 


Maybe I have it here, I will lock and see. (Pause) 


It is 52,000. 


So you deducted for 54,000? 

54,000, right. 

Did he explain why be had the additional mileage? 

He indicated it was the flood year. He even said that ia 


testimony here. 
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You do recall that testigony of Mr. Miniter? 
I have heard him say thet several times because we have 
gone through an audit with hin. 
And why would he have more mileage in the flood year? Did 
he tell you? 
THE COURT: It doesn't make any 
difference why he would have eny more. 
If he told him he had more, that was it. 
Did he tell you why he had more? 
I heard him mention it was a fiocod year. That is 211 I 
know. And he had gore mileeze in the fiocod year. 


Ie is a fact, is it not, -. Conlin, thet in eddition to 


the 54,000 miles th> you deducted as a gasoline experse 


under the taxes of Mr. Mintex, that you deducted an 
additional 22,000 miles for a business expense, isn't that 
right? 

Yer, 22,014 miles. 

And that was over and above the 54,000 miles? 

No, sir. 

Now on your worksheet it «hows 25,000 and 29,000, is that 
right? 

Yes. 


And that is for the cars, isn't it? 
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Tha. is correct. 

AeA that says 54,597 milee? 

“hat's correct. 

And that {is computed as 100 and 173, and that is a total 
deduction for gas of $273 gar taxes, isn't that right? 
100 and 173 fs a total of $273. 

And that is exactly what was ded-cted under the taxes 

for State and local rasoline on Mr. and ts. Minifer's tax 
return? 

That {© correct. 

Now in additton to that, you deducted en additional 
22,00€C miles? 

That {fs correct. 

And that was over and above the 54,°°9? 

It sherld nor have been. You see, the pr‘or year I de- 
fucted the business mileage, and I overlooked {ft this year. 
Ts that an error? 

That is an error on my part, pure and si-ple, and no 


question abovur it. 


And that is an error {n favor of the taxpayer, is it not? 


Yes. 
T call vour attention to the '72 tax return of Arthur M. 


and Jane Lamb, and 1 show vou Defendant's Exhibit 18 in 
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evidence, and that is your worksheet, is it not? 
A Yes. 


Q And Mrs. Lamb gave you a worksheet, did she not? 


A Yes. 
Q And she never talked to you? 
A het is correct. She didn't give me the worksheet. She 


left it in the office. 
Q And you prepared her return and her husband's return in 
reference to thet worksheet? 
A I did not use the worksheet. I got my information from 
Arthur Lamb. 
When did Mr. Lamb come in? 


On April 14, 1973. 


2a F & 


There is ro mistake to that? 

A This is the day when I prepared the return. He did not 
have an appointment, and what I would do with him was 
sandwich him in when he would come in, and I would lean 
ou the Xerox if I had someone in my office, and I run 

i through the items on the prior return with them. He 

always wanted it short. He didn't want o spend any time, 

and he -- 
THE COURT: We are not talking 


' 


H about "always." We are talking about 
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one particular yeer. 
Did you lean on the Xerox machine and talk with him from 
17:45 until 2:10 in the afternoon? 
He most likely came into my office. It is difficult for 


me to say exactly where I talked with him, but I talked 


with him down in the drugstore. I talked with him in my 


center office and in my front office. I would sit down, 
and he would bring in information, and also in my office. 
THE COURT: Now we are talking 


about 1973. Mrs. Lamb came in first. 


THE COURT: You testified thse 
later he came in? 
Yes, several times, 
THE COURT: You said you talked 


with him later? 


THE COURT: You remenber that, 
don't you? 
Every year I do, yes. 
THE COURT: I don't care about 
"every year." I'm talking about one 


year. 
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A 1973, yes. 
THE COURT: We are not talking 


about any yeor. I want you fo understand 


thet. 


A Yes. 
THE COURT: We are not talking 
ebout _ | .ar at the moment except the 
1972 return which you were talking about 
in 1973. 
Now we are nev talking about 
“every year." We are talking about this 
year. 
A Yes. 


Q Wow you understand that? 


A Yes. 
Q Allright. Now you remember that you talked to him about 


| the figures that would go into his ‘72 returns after Mrs. 
Lamb had been in and gone? 


I A Yes. 
} THE COURT: All right. That is 


H the conversation we are talking about. 
| A Yes. 


And this wes a face-to-face conversation? 


Db » 2 ® 
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Face to face and telephone. 
And telephone? 


Yes. 


You took these notes when you talked to him face to face 
you testified on direct examination? 

That's right. 

And without en appointment, he stayed there for an hour 

and « half, is that right? 

Well, I don't know how long he stayed there, but I begen 
at 12:45 p.m., @ quarter © one thet day, with him, and 

that is when I started on this return. 

When did he leave? 


I finished at 2:10. 
THE COURT: We ere talking about 


the interview. 


The interview. 


THE COUPT: We are not talking 
abot long you worked on his return, 
We are talking about the interview with 
Lamb, efter Mrs. Lamb had been in. 


I can't say he was there the entire tim. He was there 


at least e half hour. 


THE COURT: Does that show on 


A 


A 
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your return? 


It shows that I spoke with him at 12:45 p.m. on April 14, 


1973. 
THE COURT: Does it say a half 
hour ? 
Bo. It ia close to 2:10 that day. 
THE COURT: Is there any refer- 


ence in there to half an hour? 


THE COURT: Do you remember that, 
then? 
I remember he was in and spoke with me. 

THF COURT: I know you remember 
he was in, but I am talking about if you 
remember how long he was there, because 
you said he was there at least a half 
hour. 

At least a half hour. 

THE COURT: Do you remember that, 

or {s there a note there? 
There is no note here. I remember that. 
THE COURT: Ther you 4. remember 


specifically abovt this interview? 
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I certainly do. 
THE COURT: All right. 
And if he was there for at least a half hour, what is the 
remaining time that is charged there? 
He could have been there the whole time, 2:10. 
THE COURT: He could have been, 
but do you remember how long he was there? 
I believe he had to go down to the drugstore to get some 
information, tc make some phone calls, and come back. 
THE COURT: Do you remember that, 
or are you guessing at it? And I am 
not criticizing you if you don't remember, 
but I would like to know how much you 
are guessing and how much you remember. 
I know he hed to come in the second time with some more 
information, and then the third tive we discussed an item 
on the phone. 
THE COURT: We are talking at 
the moment about the firet time he came 
in after Mrs. Lamb had been in. 


12:45 p.m., April 14, 1973, he was there talking with me. 


f 


THE COURT: I know that defin- 


itely. Now we are talking about how 


> 2 


> 
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long he was there. 
That goes from a quarter to one to ten after two -- 

THE COURT: I know what is on 
thet report, but that doesn't show how 
long he was in there, but you did testify 
ne was in there at least a half hour 
and that you remembered that? 

I do. 

THE COURT: What else do you 

remember about how long he was in there? 
Nothing exact. 

THE COURT: All right. 

And you remember another time in addition to this time? 
He cawe back. 

When? 

The sane day during the same period of time. 

THE COURT: The period of time 

that is shown on there? 
Right. 
How long was he gone? 
I don't know exactly, but long enough to go down co the 
drugstore and get what he had to have and come back. 


THE COURT: How long was that? 
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Do you remember thar, then? 
t would say about ten, fifteen minutes or less. 

THE COURT: Are you guessing at 

that, or « you remember it? 
I am guessing at it. 

THE COURT: Then if you guess- 
ing at it, he mtght have been gone for 
an hour, then, might he not? 

Well, he wasn't that long. 
THE COURT: Do you remember that 
he wasn't? 
Yes. 
The drugstore is right downstairs, is that right? 
Yes, 
Your office is right above the drugstore? 


kight. 


And when Se came buck, did he then stay with you the re- 


maining period of time until 2:10? 

No. He had to go and check out this information. 

What. information? 

BankAmericard. He callec that in. Now that could have 
been the next day. 


But you don't have any nore when that was in there? 


a 
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When I wrote that particular item, I just showed it came 
in by telephone. 

How do you show it came in by telephone? 

On something that more informetion is needed, I wrote here, 
‘art will call this back." And I say it is "due" in red. 
When he calls it in, I write the amount down, and I put 
an “okay” over the "due" to show what we got. I put 
"deu-e" as a code for everybody looking at my worksheet 

to see what is due in. 

Just so I am straight on this, was Mr. Lamb in your office 
from 12:45 until 2:10 with the exception of ten or fifteen 
minutes when he went down to get some information and 

came right back upstairs? 

Generally speaking -- 

No, on this particular day? 

On this particular day, whether he stayed exactly until 
2:10 I can't say precisely. But I had ne reason to mark 
exactly when he went out. When I finished working on 
this, it was 2:10. 

So the return was completed at 2:10? 

No. I had the balance of this information to come in. 
Then I turned it over to my staff to complete. 


Are you aware that the figures that appear on this sheet 


611 1215 


Testimony of Walter R. Conlin. 


are different from the figures that Mrs. Payne testified 
rhat she gave you tn her worksheet? 

MR, LEVY: You have the wrong 
name. 

MR, HOULIHAN: Excuse me -- I 
mean Mrs. Lamb. 

THE Covet: Defintirely he satd 
that they got the additional information 
from him. And that is so clear, and 
that is the whole purpose of giving the 
interview with him, to show that he got 
different information from him than 
from her. 

MR. HOULIHAN: Your Honor, I 
misspoke. 1 said "Payne," and I meant 
"Lamb." 

THE COURT: I know you meant 
"rtamb." I know who you are talking about. 
We are talking abour lamb. 

It is so apparent that [I 4m sure 
prised you would ask a quest‘on about 
that. There is a difference of a hundred 


dollars on one item here, namely, 
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BankAmericard. She gave it as a dollar, 


and he gave it as $101. 


Mrs. Lamb's worksheet shows that she spent for medicine 


and drugs $295, and did Mr. Lamb vive you the informertion 
of medical expenses in the amount of $349? 
May I have the worksheet? 
(Worksheet handed to the witness.) 
THE WITNESS: He had an average 
of $4.50 a month for drugs and sick room 
supplies, and $54 to her $295 cane to 
$349. 
And Mrs, Lamb's worksheet showed mileage, specific mile- 
age, totaling 13,878 miles. What is the mileage that “r. 
Lamb gave you? 
Two thousand miles less than the prior year. 
What was it in the prior year? 
Fifty-eight thousand. 
Did you question Mr. Lamb and say that it was different 
from the worksheet? 
No. I wasn't even referring to the worksheet. 
But you had the worksheet? 
It was there. 


But you never referred ro it? 


> OD > 


co) 


613 1217 


Testimony of Walter R. Conlin. 


Not for the mileage. 

And there is $92.12 in installment purchase interest? 
Miscellaneous interest. 

And that didn't appear on Mrs. Lamb's worksheet, did ir? 
I don't recall. 


You didn't refer to the worksheet, then, at all in prepar- 


ing the return, is that right? 


Some items perhaps. 


Some items you did and some items you didn’t? 


Whatever reference that was made was made by Art with me 


there, if he used that source of information as # guide 
and then gave me the figures to put on the return. 

You say "if." You are the one that hed the worksheer. 
With him there. 

But you had the worksheet? 

Yes, we had it. We had the worksheet when we were work fng, 
on that. 

Is it a fair statement that any figures that ere different 
from what is shown on the worksheet were given to yor by 
Mr. Lamb? 

In my discussion with Mr. Lamb, we arrived at the figures 
to put on this tax return, 


Do you recall ever asking him why Mrs. tamb shows different 
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amounts on her worksheet? 
Only tf I had looked at it, and I think that is why I 
raised the question on BenkAmericard interest. That is why 


he had to check it and call it in. 


But you didn't ask him the same questions with regard to 


mileage and in any other connect ton? 
No. I just referred to the prior year return. 
I call your attention to Defendant's Exhibit 13 in evidence, 
which is the 1972 work paper for Mr. Van Alsetine, is that 
correct? 
Yes, sir. 
And there is # figure on the 1972 tax return referring to 
installment purchases, is thet correct? 
Miscellaneous interest, yes. 
Well, it is not under "Miscellaneous interest," is it? 
Thet is the line we use for it. 
Do you have a '71 return there, too, please? 
A ‘72 return or '71? 
I've got the ‘72. 
You went the '71 return? 
Yes. 
“ (Pause in the proceedings.) 


You put the $98.14 under Installment purchases, didn't you? 
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Yes. 

And there is space under the "Interest" portion of that 
revurn for "Other," tsn't chat right? 

Yes. That would have necessitated writing "Miscellaneous" 
beside it. We have always used this line for "Miscellaneous 
interest.'' But if there is any installment interest, I 
always wrote who they paid it to. 

But you didn't do that in this case? 

Would you repeat your question, sir? What didu't i do? 
You didn't write "Miscellaneous." You wrote it right 
under “Installment purchases''? 

Yes, like I always do. 

And where did you get the figure $98.14? 

By referral to the prior year. 

I would ask, “How much is it comparable rtliis year to 
last year?" 

And if he says, "Yes, maybe a little soe, I might 
have called out, "Well, $98.14? Does that sound reason- 
able in relation to $97.72 in the prior year?" 

And if he said, "That sounds reasonable,’ I put it in. 
It is a fact, is it not, that $93.14 is the figure you 
used on many returns? 


If they don't come up with » tigure, and { say, ‘Does 
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$93.14 sound reasonable?" And that was the figure I had 
been quoting to people, and if they say that it is reason- 
able, I put tr down. But it would have to be close to 
the figure of the prior year. If there is any major change, 
then I would say, “Well, you realize this is so much more 
then last year, or so much less than last year." And if 
they gave me a figure over 4 hundred, then I would ask them 
to give me a breakdown. 
So you would suggest $98.14, and if they said, "Okay," you 
would put it down? 
If they said that it was comparable to last year, I would 
say, “How much?” 

And they would say, "Whet was last year?" 

And I would read it to them. I would say, Does 
$98.14 sound reasonable?" And if they would say, "Yes," 
I would write it down. 
In the prior year you have got down $97.82? 
Right. 
Where did the difference come in? 


He said to write down $98.14, and I said, "Is this close 


enough to last year? Is it real? Do you feel you have 


that much?" 


And he said, "Yes." 


ee 
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Q@ And you did chat with many people, didn't you? 

é Yes. 

G You used the same figure, $98.14? 

A I: it was close to this figure. There were other figures. 
I always quoted close to what they had the prior yeer if 
tney said, "it is close to last year." 

Q Did you ever ask them for any proof of that? 

A I've siways discussed it with them when we set this up, 
the difference between the gross and net on utility bills, 
any extra cherges on real estate taxes, any revolving 
charge accounts, any small miscellaneous items. In sudit 
we have gone through some of these, and come to figures 
over one hundred dollars, They just didn't want to bother 
at chis stage of the game to go through all these miscelle- 
neous items. 

Q So you just guessed $98.14? 

‘A They are the ones that told me to put this down. 

'Q New you just testified, am I correct, that you suggested 
$98.14? 

A Right. 

Q And they said, "Okay"? 

A Right. They said to use that figure. 


'@ Did you hear Mr. Van Alstine testify in this courtroom? 


_ BEST COPY AVAILABLE 
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Yes, I did, 
And was he mistaken when he said that he didn't tell you 
thar he paid interest of anything? 
He must be mistaken. He even has tarerest tn '71 to 
Corning Glass Federal Credit Union. 

THE COURT: That was in 1971? 


Righre. 


Do you remember Mr. Van Alstine testifying that if he 


can't pay cash, he doesn't get it? 
I don't recall thar. 

THE COURT: It is @ quarter to 
five, We will recess until Monday 
morning at ten o'clock. 

(At 4:45 p.m., an adiournment 


was taken to Monday, April 5, 1976.) 


Yiges 


> 
~ 
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Rochester, New York 
Monday, April 5, 1976 


10:0 e@.m, 


(Tr{al resumed; jury present.) 
VALTER R. CONLIN, 

the defentant, called es a witners itn his own behalf, betng 

previously duly sworn, testified further as follows: 

CROSS EXAMINTION CONTINUFD 

BY MR. HOULTHAN: 

Q Mr. Conlin, at the close of testimony on Friday, 1 was 
talking to you about Mr. Van Alstine's account and the 
preparation of his 1972 tax return, I show you Defendant's 
Exhibit 13 in evidence, which is your worksheet, as f 
understend it (indicating). Do you recall Mr. Van Alstine's 
testimony concerning any casualty loss that he had to his 
house? 

A No, T do not. 

Q At the time that you completed Mr. Van Alstine's tax return, 
were you aware that he had eiven you @ note saying, "Do 
not take the $3,099 casnalty loss?” 

A Yes, 


And you were aware that be didn'r want a $3,999 casualty 
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loss because he didn't have any damage to his home? 

No. 

Why did he give that note to you, Mr. Conlin? 

He explained to me that he didn't want that drop in market 
value to become public. He wanted the price on his house 
to remain high, as far as the public was concerned. He 
didn't want the local assessors to have the information 
of ea drop in the market value. 

The fact of the matter is, Mr. Conlin, that the assessor 
did drop valuations on houses just for tax purposes, 
didn't they, in the whole area? 

I am aware of some of that activity. 

They did «= your house, didn't they? 

Yes. 

And you are aware that they did on all the proverties in 
the area to help out the people that were damaged by the 


f lood? 


Those thet they felt were damaged by the flood, they 


dropped their assessment. I'm not aware of the general 


community activity. 


Mr. Van Alstine dropped a note off to your office on 


March 14, 1973, saying, "Do not put in the $3,900 flood- 


re‘ ted property devaluation."’ When did you decide to 
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put it back in? 

After he told to. 

Wher -as thet? 

After he discussed his note and purpose on the telephone 
with me. 

When was that discussion? 

i don't know, offhand. 

Do you recall his testimony where he said that he did not 
have a telephone conversation with you? Did he tell you 
to put it back in? 


No, I do not. 


But you don't have any notes, either, in the records that 


were submitted into evidence or any place else indicating 
what date Mr. Van Alstine allegedly called you? 

I have a notation here that he said for me to do it ona 
phone conversation. 

It is a fact that that notation could have been put on 
there at any time, isn't it? 

Before the return was filed. 

That could have been put on after the return. It could 
have been put on a month before the trial, couldn't it? 
No, sir. 


Why couldn't it? 


> 0 > © 
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Because all these memorandums were part of the closed 
return file. Subsequent memorandums never are put on 
these, They are put on subsequent papers if there is any 
subsequent conference. 
This is a rather unusual situation, isn't it, Mr. Conlin? 
I mean, you could put anything you want on those sheets 
of paper, couldn't you? That is just plain pencil writing. 
(No response.) 
It could be done, couldn't it? 
No, eir. 
You are not saying it can't be dore? 
Absolutely. It isn't the way our office operates. 
You are saying you didn't do it? Is that what you are 
saying? 
Repeat that question. 
You are saying you didn't put that on after the indictment? 
Absolutely. 
It could be done, couldn't it? 
No, sir. 
No one could write on @ piece of paper after an indictment? 
No, sir. There is no need to. 
There certainly would be a need to, wouldn't there, Mr. 


Conlin? And there is a phrase here, ‘ne called and asked 


623 


1227 
Testimony of Walter R. Conlin. 


about assessor. When explained no relation, he wants the 
casualty loss." 

I mean that would certainly be truly exculpatory, 
wouldn't it, to your situation, and directly contrary to 
what Mr. Van Alstine testified to on the stand? 

Here is a memorandum of my telephone conversation with him 
after he left the note, and here is his phone number at 
which I called him. 

Now this, as well, could be done at any time, isn't that 
correct, Mr. Conlin? 

This was all part of the case before the return was com- 
pleted. 

Did you ever turn that information over to the Internal 
Revenue Service? 

I was never consulted by the Internal Revenue Service on 
this. 

You were never asked to provide any information? 

No. 

Government's Exhibit 82 in evidence is a letter dated 
February 14, 1974, and the second paragraph reads as 
follows: 

“If you or your attorney desire to furnish any 


information reletive to the investigation, please contact 
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me at the Intelligence Division, P. 0. Loy 305, Syracuse, 
New York, 13201, or telephone at 315-473-6610." 

Now as a matter of fact, Mr. Conlin, they did invite you 
to provide informaticn, didn't they? 

And we replied. 

You didn't provide any of this information, did you, Mr. 
Conlin? 

Each time they were contacted, it was moved on to another 
office. 

Did you provide the information that is in that memorandum 
to the Internal Revenue Service at any time? 

No, 

And as a matter of fact, you have had some two years and 
three or four months since the investigation began to look 
over those records and make whatever changes to deem to 
appropriate, isn't that a fact? 

Time has pessed, but the records haven't been touched or 
altered. 

Do you recall Mr, Ve.» Alstine's testimony that he has never 
purchased a pair of safety shoes? 

No, I do not. 


Now on Mr. Van Alstine's income tax return, you put down a 


deduction of $60.44 for safety shoes, didn’t you? 
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Would you repeat that question? 
You took a deduction on Mr. Van Alstine's 1972 income tax 
return in the amount of $61.44? 
Yes. 
Where did you get that figure? 
Do you have the '71 return there? 
(Document handed to the witness.) 


THE WITNESS: Mr. Van Alsticve 


said, “The same as lest year." 


And the year before, in 1971, where did you get the figure 
for the safety shoes? 

Mr. Van Alstine gave it to me. 

He just gave it to you? 

Probably from the prior year. 

Did you suggest the figure per pair of $30.72? 

I doubt it. I usually ask, “How much did you pey?" But 
the figure that is in here is as Mr. Van Alstine tol me 
to put in the return, 

That's the figure that he told you? 

Yes. 

And you are sure of that? 

Yes. 


You are aware, are you not, that Mr. Van Alstine pays over 


i 
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ten per cent of his income ro 4&4 community cherch of which 
he is a member? 

Only as he tells me each year. 

You have had many conversations with him, haven't you, 
concerning his participation in church affairs, and you 
know that he always carries a Bible with him? 

I'm not aware of thar. 

Ien't it a fact that you have had many conversations with 
Mr. Van Alstine about church work? 

No. 

Calling your attention to the 1972 tax return of Mr. and 
Mrs, Ross, you prepared their return, did you not? 

Yes. 

And I show you Defendant's Exhibit 14 in evidence, Now 


Mrs. Ross provided you with a worksheet, did she not? 


She didn't? 

No. 

Do you recall her testimony on the stand here? 

No. 

Do you recall Mrs. Ross testifying that the information 


that she gave you the night of your meeting with her came 


directly from a worksheet that she prepared? 
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I don't recall. 
The night that Mr. and Mrs. Ross came to your office, do 
)» uu recall if they had a worksheet with them at the time? 
I don't recall. 
Did they have any papers at ail, Mr. Conlin? 
I imagine so, but I had no access to them, 
You had no access to them? 
I didn't refer to them. I just had conversations with her, 
Do you have any notes concerning any medical payments 
to Dr. Bresloff or Dr. Ober or Dy. Darling on your work- 
sheet? 
Do you have the '71 return there? 

(Document handed to the witness.) 

THE WITNESS: Would you repeat 

the question? 

De you have any reference on your worksheet as to any 
expenses paid to Dr. Ober, Dr. Darling or Dr. Bresloff? 
Yes. 
And what is thet reference? 
$120, Dr. Bresloff; $25, Dr. Darling; $79, Dr. Ober. 
Wait a minute. Where do those figures appear? Do they 
appear on the 1971 trax return? 


In colored pencil, yes. 
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MR. HOULIHAN: May I see that, 
please? 

(Document handed to Mr. Houlthen,) 
It is a fact, is it not, that you have got these figures 
on @ yellow sheet of paper that appear on Defendant's 
Exhibit 14, is that right? 
Yes. 
How did you happen to write in this particular case those 
items that are charged in the Indictment on the yellow 
worksheet: whereas, in other cases you just kind of check 
it off on previous returns? 
My worksheet indicates that she would call these in, end 
she called in #11 the medical items. 
She called in all of the medical items? 
Yes. 
And that is despite the fact that she had a worksheet with 
her at the time that she came in to prepare the return 
with you? 
She said she had to go back and check this out and call 
it in. My worksheet indicates she did. 
She got right ahold of you, is that right? 


She called in on the same day. 


The same day? 
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A Yes, 
Q And she got to you and you wrote that information down, 
{s that right? 
A Yes. 
Q How under "Miscellaneous interest," you say, “Same estimate." 
Is that your estimate or her estimate? 
A Her instructions to me were to estimate about the same, 
so I suggested this figure as being clore tro it And 
she said, "It is probably a little lees." 
So ior want of a figure, I asked her, "Is this close 
enough?" 
She said, "Yes. Use it." 
Q You suggested the figure, is that right? 
A It is less than last year, right. 
Q And this is the same figure that you suggested on any number 
of returns, isn't it, Mr. Conlin? 
A It is probably eae figure that when people told me to estimate, 
that from want of a figure, I said, “Is this close enough?" 
Q Is this what you do when you help people fill out their 
income tax return? You just estimate whatever it is? 
When they tell me to use a figure like last year or close 
to a hundred, I say, “If it is a hundred or more, I would 


like to have the breakdown,” If it is less than a hundred, 
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and if it is a miscellaneous compilation of many litrle 
items, I say, “Approximetely the same as last year." 

It is a fact, is it not, Mr. Conlin, that she never told 
yo she had that interest at all and that you just put 
it down there? 

No. 

Mr. end Mrs. Ross apparently purchased some safety shoes, 
is that correct? 

Yes. 

Where did the figures for the safety shoes come from? 
From Mre. Ross. 

And did she give those to you orally, or were they part 
of her worksheet? 

Orally. He walke in oil. 

He walks in oil? 

That is what it says here. 

That is what it says on your return? 

Yes. 

Do you have the 1971 return there? 

Yes. 

They bought four pair of safety shoes last year as well, 


is thet right? 


Yes. 
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And at the exact seme price, $30.72? 
That is what she said. 
And that is the same amount of money per pair of shoes 
tnat Mr. Van Alstine paid? 
It could be, 
It could be? 
I imagine the safety shoes run about the same prices around 
town, 
It is a fact, is it not, that Mrs. Ross never told you 
that she paid $30.72 for any pair of safety shoes? 


Isn't it a fact thet you just put that information down 


there without any basis for it? 

No. 

What about the charitable contributions? According to 

Mrs. Ross, you just got nothing down for charitable con- 
tributions. Where did you get those figures? 

From the 1971 return. I reviewed it with Mrs. Ross item 
by item. 

Did you hear her testimony regarding charitable deductions? 
I don't recall what she said. 

She said that you estimated everything that was on there. 


Do you recall that? 
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What is "One Great Hour of Sharing''? 
A Protestant overseas relief group, and very, very popular 
with churches in the Corning area. 


And Worldwide Communion? 


Thet comes during the Easter season to churches in Corning. 


And World Day of Prayer? 
Yes. That was just announced for this year, the last of 


March. They have that every year in Corning, ecumenical. 


Do you recall Mrs. Ross testifying that she didn't know 


what One Great Hour of Sharing was? 
No, I do not. 
And thet she didn't know what Worldwide Communion was? 
No. 
I call your attention to the 1972 tax return of Herman 
and Judith Clark, and I show you your work papers (indi- 
cating). 

Mr. Conlin, you keep referring here to these folders. 
Are you using those to refresh your recollection in tes- 
tifying? 
No, just to get the paper out that was in it. 
And that came out of what folder? 


The one marked "Clark -- 1971 return." 
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MR. HOULIHAN: May I look ia 
that folder, by the way” 


(Folder handed to Mr. Houlihan.) 
This is the folder that you prepared, ts that right, Mr. 
Conlin? 
No. 
You didn't prepare this? 
No. 
Who prepared it? 
That is a folder that my attorney ge: e with each return 
that he was going to use as an exhic 
Your attorney gave this to you? 
Yes. 
That is his handwriting that appears under "Clark"? 
I wrote the name on it. 
You wrote the name? 
Yes. 
Who cut the Little portion of the indictment out and put 
it in there? 
My attorney. 


And the note on the top of this copy of Mr. Clark's work- 


sheet says, "His handwriting." Who wrote that? 


My artorney gave that to me. 
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Mr. and Mrs, Clark had a ceduction this year for sates 
taxes, did they not? 
Yes. 
And this is seles taxes over and above the emount permitted 
by the echecule, is that right? 
By the tax tables, yes. 
What was that additional sales tax for? 
A car and post-flood replacement rebuilding. 
Post-flood replacement rebuilding? 


Yes. 


You mean you took # deduction for carpeting? Don't you 


mean that, Mr. Conlin? 
Yes . 
And carpeting isn't aliowed to be taken as a deduction on 


an income tax return? 


Just the sales tax. 

That's right. It is not allowed to be taken over and 
above the tab’es, is it? 

Post-flood rebuilding we take in addition to the sales 


tax table. 


Mr. Conlin, doesn't it say specifically five items in the 
income tax law? Doeus't it say an automobile, a boet, 


an airplsne, a mobile home and the cost of 8 new residence? 
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r 


ft is my opinion thet no provision has been made in the 
S, Sales Tax Chart allowance for post-flood rebuilding, 

and certainly, those victims are entitled to teke out 

seles tax in addition to the chart for that when they 

would allow them to take sales tax on a car. 

Do you recall Mr. Clark's testimony that he didn't have 

any damege in his house to carpeting as a result of the 

flood? 

No. 

Do you have any note as to what damage actually occurred 


to his house? 


“Water over eighteen inches in the celiar. Lost washer, 


dryer, items stored, frozen foods. Will prepare list of 
personalty loss in flood." 

Was there any list ever provided to you, Mr. Conlin? 

No. 

If there was eighteen inches of water in the cellar, why 
would you consider the carpeting to be allowable rebuild- 
ing expense? 

They must have had carpeting finished off in the cellar. 
Jid vou hear Mr. Clark testify to the contrary, that he 
didn't lose any carpeting? 


lic. 
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But that is your recollection, that he did have carpeting 
in the cellar? 

No. All I can say is he gave m carpeting as post-fiood 
rebuilding replacement. 

He told you that? He used those words? 

Yes. 

He said, "Post-flood rebuilding replacement"? 

After the flood. 

These people that went to you to have their tax returns 
prepared, Mr. Conlin, seeme to be very gifted as to the 
type of language they used, is that right? I mean, they 
know quite well they should call something "post-flood 


rebuilding" rather thaa, "I just bought some new carpeting 


for my house because I wanted to"? 
It is because I asked them if that is what it is. 
You asked them what it was? 


Yes. 


Did you provide the terms, then? 


"Post-flood" is anything purchased to replace after the 


flood. 
Would you say that these people had a workable know ledge 
of the Internal Revenue Code? 


I don't know, 
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Were they depending on you, or were you depending on them 
to interpret the laws? 
It is my opinion that anything they replaced that was lost 
in the flood, they are entitled to a sales tax deduction 
in addition to the chart allowance. 

MR. HOULIHAN: Would you please 

read back that cuestion? 

(Last question read.) 
Would you answer that question, Mr. Conlin? 
There was no law interpretation. I depended on them to 
answer my questions, to give me the information. 
Is there some interpretation as to whether Mr. Madden 
could deduct his clothing expenses’ 


There was a discussion. 


And you told him, 'No’'? 


I firmly expressed my opinion that ordinary clothing, in 
my opinion, was not deductible. It had to be something 
specific beyond that for normal use which he was claiming. 
And he said, "Even though they are used in normal, I want 
to put it down anyway"? 

No, sir. He maintained they were strictly for business, 
and he likened his circumstances to that of actors and 


those that purchased clothes for specific occasions. 
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Do you recall Mr. Madden testifying that wasn’t, in fact, 
the case, that you, in fact, brought it up? 

No. 

You don't recall that testimony? 

No. 

I notice on the Clark return that there is a note in your 
handwriting thet says, "SBA not a factor for this year." 
Is that correct? 

Yes. 

Is that in your handwriting? 

I printed it right on the return. 

What does that mean? 

They {indicated there was no SBA loan, 

But no one else, of these returns that we have gone over 
so far, indicated that they had SBA loans either, did they? 
I have seen them on my work papers that I have gone 
through so far. 

Did you ask them anything about the amount of reimburse- 
ment that they received from Small Business? 

Tt was discussed on many occastons, and my position was 
well known. 


Pardon me? 


Mv positfon was well bnown. 
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What do you mean your position was well known? 

That it was not to be treated like insurance and become 
taxable. 

But you made a note right on Mr. Clark's return here, 

"It is not a factor this year"? 

Yes, because by this time some issues had been made of it, 
and he indicated there was no SBA loan, 60 I wrote it on. 
By this time some issues had been made, and this was 
February of ‘73? 

Yes. 

Mr. Clark had a worksheet that he gave you at that time, 


didn't he? 


I don't recall that he had a worksheet, but he may have. 


I show you Government's Exhibit 52 in evidence, and thet 
is a worksheet, is it not? 

Yes. 

And that shows specific charges for interest? 

Yes. 

And taxes? 

Yes. 

And insurance? 

Yes. 


And medical bills? 
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Yes. 


It says drugs and doctors here of $250.95 you had on Mr. 
Clark's income tax return, and you took a deduction far 
in excess of that, didn't you? 

Yes. 


And why was that? 


The return requires the doctors to be broken down by name. 


He used my phone right there and called someone and got 
the information. I gave him the name for 1971, and he 
discussed it and called the figures beck to me by tele- 
phone right at my desk. 

And he discussed that with whom? 

I don't know. He made a phone call right there at my 
office. 

How could you tell he made the phone call? Is thar 
written down here? 

No. I remember it. 

You remember this specifically? 

Because he does it every year. 

He did that every year? He did a worksheet before he 
came in? 


He just had one figure for medical and needed it broken 


down. 
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So every year he came in and gave you one figure, and 


every year he prepared a list before he came in? 

Not on medical. 

And then he comes into you, and he has to make a telephone 
call? 

Yes. 

And he did the same thing the year before? 

Yes. 

And you recall that? 

Yes. 

How do you recall that? 

Because I am surprised that he repeated it the second year 
the same way. 

I know you are surprised, and I am equally surprised, but 
my question is how do you remember it? Do you have any 
notes any place? 

No, I remember the incident. 

You just remember this particular incident? 

I have the amount written right down here as he gave them 
to me. 

It is a fact, is it not, Mr. Conlin, that you could write 
those amounts down any time you wanted to? 


No, because this is what was actually on the return. 
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Wait a minute. These amounts here in blue ink could have 
been written after the indictment, couldn't they? 

No. This is the way the return is prepsred. This went 
to the staff, and the return was filed on February 14, 
1973. 

As I understand it, this with the blue ink on it went to 
the staff? 

Yes. 

And then they prepared the rest of the return? 

Right. 

How come this is all in your handwriting, Mr. Conlin? 

It isn't. 

That is not your handwriting? 

No. 

How about those figures, Mr. Conlin? 

That is staff figures. 

Those are staff figures? 

Yes. 

I would like to know, Mr. Conlin, why there are expenses 
thet appear on this income tax return that do not appear 
on the worksheet of Mr. and Mrs. Clark? 


Because Mr. Clark gave them to ne orally. 


Isn't it a fact that he has interest expenses listed on 
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there? 
Yes. 
Av’ ten't it a fact that he has got interest expenses 
‘Listed on there down to one of $7.16? 
Yes, 
And yet his income tax return showe a deduction for install- 
ment purchases of $92,147 
Yes, 
And they do not appear on the worksheet, do they? 
No. 
And where did thac figure come from? 
Mr. Clark. 
Isn't tt @ fact that you used the figure $92.14? 
He said about the seme as last year, which wes 94.82. 
And so you arbitrarily chose 92.147 
I asked, "Is this figure approximetely right?" 
He said, "Yes. Use it." 
Mr. Conlin, isn't it a fact that you used that figure of 
$92.14 on any number of occasions? 
It was close to this figure. 
And you used it for many different taxpayers, haven't you? 
Yes. 


The exact same figure? 


> 


ono > £2 F> & 


> 


O44 1248 


Testimony of Walter R. Conlin. 


Yes, if it was in relation to last year's figure. 

You just pick # figure out of the air and say, “Is that 
about right?” 

No. I compare it with the prior year. 

That doesn't compare with the pricr year? 

Ie is close enough to it, so I used it. I don't dream up 
a different one for each one. I say, “Is this close 
enough?" And they say, "Yes." 

Weren't you surprised that Mr. Clark would have a work- 
sheet prepered down with interest all the way to even 
the Corning Building Company of $7.16 and yet forgot to 
put down any figures totaling $92.14? 

These were the wiscellaneous items that he didn't feel 
were vorthwhile listing. 

But he did feel that $7.16 was worth listing? 
Apperently, Corning Building Company was unusual to him. 
It wasn't on the previous year. 

Did he tell you thar? 

What was your question? 

Did he tell you that? 

Tell me whet? 

That it was unusual? 


No. 
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With regard to Larry and Joanne Madden, the 1972 return, 
you prepared that, did you not? 
Yes. 
Do you recall Mr. Madden testifying on the stand here in 
this courtroom? 
Yes. 
Do you recall what he said that he paid for medical insur- 
ance? 
No. 
Mr. Conlin, do you have any notes on your worksheet re- 
garding how much Mr. Madden paid ~.r medical insurance? 
No. 
And it is a fact, is it not, that he did not pay $3 for 
health insurance? 
I don't know. 
How did you arrive at the figure of $1507 
He had $150 on the prior year. I said, "Did you pay over 
$300 this year like you did last year?" 

He said, "Yes."" He didn't have enough to exceed 
three per cent exclusion, so we took $150, the same as 
last year. 

How about the year before? Do you have those records with 


you? 
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Yes. 

1970? 

I believe '71 is the first year I prepared it. 

Do you recall Mr. Madden's testimony that you suggested 
that he deduct his clothing? 

No. 

You don't recall thet? 

No. 

If he did say that, would he be mistaken as to the facts? 
Absolutely. 

Who suggested ir? 


He did. 


And what about the figures? Where did they come from? 


From he and his wife. 

Do you recall Mr. Madden testifying that he never told 
you thet he bought six sets of cufflinks for $148.80? 
No. 

You don't recall that? 

No. 

Referring to the 1971 tax return, your work papers have 
Mr. and Mrs. Madden, and that was the first year that 
they came to you, is thet right? 


I believe that is right. 
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tere are your figures on the health inéurance on thar 
vorksheet? 
"heve are none, 
Yow did vou arrive at the figure of $15)? 
The fact that he told me he paid more than $309 for medi- 
cal insurance. 
Ten't it e fact, Mr. Conlin, that you just put down $159 
because that is the maximum, and no one will check it? 
No. 
Calling your attention, now, to the return of Mr. and Mrs. 


Basene. I show you your worksheet, and with regard to 


gasoline taxes, Mr. Conlin, do you have notes on that, 


Mr. Conlin? 

Yes. 

And how much mileage doee that show? 

58,000, 

Where did you get that information, it. Conlin? 

Mr. Bassney,. 

Ien't it a face that Mr. Bassney told the Internal Revenue 
Service that he only told you 16,000? 

1 don't know, 

fou don't know that? 


don't remember. 
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Ien't it a fact that you, yourself, obtained a sworn 


statement from Mr. Bassney? 


He prepared an affidavit. | 
You prepared it for him, didn't you? 
I don't recall. A sworn statement -- I don't recall. 
You don't recall that you prepared it for him? 
I don't recall. 
It was prepared right in your office right with you present, 
wasn't it? 
I would have to see it to teli. 
(Document handed to the witness.) 
Tnere is an affidavit right there, and is that the one 
you are speaking of? 
(No response.) 
And that was prepared right in your office, wasn't it? 
Yes, He dictated it. 
He dictated it? 
Yes. 
You had nothing to do with it? 
No, other than lending him ay machine. 
He was in your office when he dictated that, wasn't he? 
Yes. 
Why was he there? 


Because he had been called for some kind of a hearing, a8 
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i recall. I don't know just exactly whet right now, 
Isn't it a fact that you did Mt. Bassney's audit? You 
assisted him in the audit? 

Yes. 

Isn't it a fact, Mr. Conlin, that you asked him to change 
his testimony from his previous statement that he gave to 
the Internal Kevenue Service? 

No, 

Isn't it a fact, Mr. Conlin, that you asked him for a 
positive statement to overcome previous statements that 
he had signed to the Internal Revenue Service? 

I asked him to etate his position and state the facts as 
he knew them to be, or remembered them to be, and not be 
persuaded by myself or anyone. It would be a free state- 
ment on his own as to exactly where he stood. 

So you wrote him a very simple letter to that effect, 
didn't you? 

Yes. 

And that is Government's Exhibit 71 in evidence, is that 
right? 

(No response.) 

This is the letter that you wrote, isn't it (indicating)? 


Yes. 
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Isn't it a fact that you tried to get Mr. Bassney to 


change his testimony concerning the subject of the audits 
and the subject of what he told the Internal Revenue 
Service people? 

NO, 

Paragraph 3 says: "It is important that you advise us 
as to whether you were in an extreme state of anxiety 
and nervousness and whether they allowed you to freely 
express yourself, or if they rather manipulated you in a 
tense atmosphere and practically spelled out the words 
they wanted you to sign." 

That is what he told me. 

That is what he told you? 

That is whet he told me. 

Isn't it a fact, Mr. Conlin, thet you wrote these things 
to him? 

After he told me what was going on, and I indicated they 
had him all disrupted. I said, "Make your position c lear. 
Tell the truth as you remember it." 

Isn't it a fact if that were the case, Mr. Conlin, that 
you would never have had to write him the letter because 
you would have had him face to face? 


Repeat that, please? 
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You were talking to him face to face when he told you thar, 
weren't you? 

(No response.) 

You would never even have to suggest that in the letter, 
would you? 

I wanted him to make his position clear. 

Why didn't you just write him a letter and say, "Tell me 
what happened"? 

I did. 

No. You suggested exactly what happened, didn't you? 

No. I wanted him to put in writing what he was confronted 
with. 

And he also says in another paragraph, "Ed, please give 
me a written statement that you think your property 
dropped a good $14,000 in market value because of the 
flood damage. Positive statements signed bv you in this 
matter will overcome the statements which you signed but 
which you did not write and that you signed under duress. 
It is important that we place these wrongdoers where they 
belong. Federal Judge Burke says: 'No arm of the 
government is empowered constitutionally to screen a 
community to find something wrong to pin on somebody. '" 


By the way, when did vou have a conversation with 
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Judge Burke? 

I didn't. 

Where did you get that quote? 

Because I have heard of some speeches that he has made, 
and he writes on dignity of man. 

Where did you hear these speeches? 

I have heard comments on it thet it is unconstitutional 
to make ea witchhunt, that you find the crime, and then 
you find .he wrongdoer. You don't try to take a person 
and try to pin something on him. 

Where did you see Judge Burke speak? 

I didn't. I have heard of many compliments about speeches 
he has made on the constitutional rights of man. 

Is that right? You heard many speeches that Judge Burke 
has made on the constitutional rights of man? 

Yes. 


How long ago did he make these speeches? 


I don't know. I have beard many fine comments on speeches 


he has made over the years. 

I want to know specifically where you got this quote from 
Judge Burke? 

It is not a quote. 

You said, "Federa! Judge Burke says, ‘No arm of the govern- 


ment is empowered constitutionally to screen a community 
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to find something wrong to pin on somebody. '" 

You are saying that Judge Burke said that, aren't you? 
This is the impression I get from conversations with many 
people that have attended meetings where Judge Burke has 
been the speaker. 
Can you tell me who told you that? 
I talked to several people who have said that they know 
the Judge and they sat at meetings with him and heard 
speeches like that. Most of them have been attorneys, 
as I recall. 


It is a fact, is it not, that you felt very free to show 


Judge Burke's name around in order to try to persuade 


Mr. Bassney to change the testimony that he had previcusly 
given to the Internal Revenue Service? 

No, sir. 

Isn't it a fact, Mr. Conlin, that the Internal Revenue 
Service took a statement from Mr. Bassney where he said 
that he told you that he only drove 16,000 miles and that 
after he received your letter, you told him that it was 
58,000 mites? 

Wouid you repeat your question, please? 

You were awere, were you not, at the time that you wrote 


this letter to Mr. Bassney that he had already given a 
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statement to the Internal Revenue Service saying that he 
told you that he drove only 16,000 miles? 
I can't recall. It may be. If it is in that letter, ther 
I knew it. 
And you wanted him to say that it was more than thet, 
didn't you? 
I didn't ask him to say anything other thar what he re- 
membered that he told me. 
(Reading): “And, egain, under circumstances in which you 
found yourself, you were just making a wild guess, and you 
felt considerably under duress. You either provide me 
with @ statement saying that you feel the mileage which 
you gave the auditor in Elmira, 34,000 miles for both 
cars, is more factual, or thet the 16,900 miles that you 
gave to the Intelligence men is more factual." 

Isn't it a fact that you suggested that he was 
making a wild guess? 
That was my co clusion because his variance wes so great. 
Isn't it a fact, Mr. Conlin, that many of your clients 
were audited for the years 1972? 
Yes. 


Now you heard Mrs. Beach testify, didn't you, concerning 


the number of tex returns that were prepared in 1973? 
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Yes. 
And I believe the figure was 1,392 tax returns? 
Yes. 
That is not really an accurate figure, is it? 
I think it is very fair. 
Very fair and accurate? 
Yes. 
And it ts a fact, is it not, Mr. Conlin, that you called 
each and every one of these witnesses that appeared in 
this courtroom prior to the time that they appeared before 
the Grand Jury to try to discuss their testimony with them? 
No. 
Did you call a lot of them? 
Yes. 
But you didn't get ahold of them, did you? 
I don't know. 
Isn't it # fact that you did get shold of some people and 
suggested that they must have made 4 mistake when they 
told you that information? 
No. 
Isn't it a fact that you wrote letters to people with the 
intention of trying to create a doubt in their mind as to 


what they told you? 
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No. 
Isn't it a fact thet you _9ld many people i10 aeppeered 
before the Grand Jury they should agree with everything 
thet is on their return? 
They should stand behind what they said. 
They should stand behind what they said? 
Unless they felt it was wrong, then admit it, tell the 
truth. 
It is a fact, is it not, Mr. Conlin, that you tried to 
create the impression to these people that they were being 
investigated, and because they had signed those returns 
that they would be prosecuted? 
Mo. 
Isn't it a fect that you sent out #11 sorts of letters to 
ail of your clients trying to put a stop to the Internal 
Revenve Service investigation? 
No. 
Trying to hamper it? 


Trying to create doubt in their minds? 


No. 
It is @ fact, is it not, Mr. Conlin, that the Internal 


Revenue Service has audited some six hundred returns pre- 
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pared by you, three hundred in 1972 and two hundred and 
thirty-four in prior years? 

I'm not aware of those figures. 

They haven't audited any thirteen hundred and ninety-two 
returns, have they? 

Ne. 

And you represent most of the people in those audits, don't 
you? 

Those who concact us, we teke care of. 

And you wrote letters to everybody saying, "If you are 
ever contacted by the Internal Revenue Service, call me 
immediately," didn't you? 

Theat if it is for an audit, to call me. And if it is for 
an investigation by Intelligence, to call their attorney. 


Isn't it a fact as of March 26, 1976, that$327,495 in 


additionel taxes have been assessed against your cliente? 


MR. LEVY: I object. 

THE COURT: I will sustain the 
objection. 

THE WITNESS: I know nothing 
about it. 

THE COURT: I will sustain the 


objection. 
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Mr. Conlin, what is an estimated tax return? 

Would you repeat that question, please? 

Do you know what estimated tax is? 

We have to estimate taxes many times. 

And how is that done? Would you explain to me procedure- 
ally how is that done? 

We endeavor to use figures from prior years, and what are 


the modifications for the year fuvolved, and project whst 


‘the estimated tax will be. 


For the next year, is that right? 

Yes. 

When is the first time that you ma) «en estimated payment 
of taxes for the following year? 

The first time would be April 15th. 

And you don't generally do this for people who receive 
salaries and W-2 income, who have withholding taxes taken 
from their salary, do you? 

Unless there is outside income. 

Unless there is some other income? 

Yes. 

Then v u would do it? 

If they can't increase their withholdings, then we would 


do it. 
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Isn't {t a fact that the estimeted tax that you pay for the 
following year is usually based on how much {income you had 
that particular year? 
Would you repeat that, please? 
Assuming that you were going to pay estimated tax for 1972, 
when would your first payment be made on estimated taxes? 
April 15 of '72, June 15, September 15th, and sometimes 
people don't pay it until September. 
And your estimate of taxes computed, based upon the figures 
that you had for the prior year, isn't that a fact? 
Yes, modified by anticipated changes. 

THE COURT: At this time we will 

take a ehort recess. 
(Recess from 11:20 a.m. to 


11:40 a.m.) 


CROSS EXAMINATION CONTINUED 


BY MR. HOULIHAN: 


Q 


Mr. Conlin, you submitted this document, which purports to 
be your 1971 tax return to the Small Business Administra- 
tion, and you have a date on there “April 2, 1972,"" ie that 
correct? 

Yes. 


And thet is the date you prepared it? 
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Yes. 

And it shows that you had total estimated payments of 
$4,200, is that correct? 

Yes. 

Now your 1970 tax is in the neighborhood of $700, is that 
correct? 

Yes. 

If you had taxes of only $700, why did you pay estimated 
taxes of $4,2007 

Because 1971 had considerably improved. 

And you anticipated thet? 

Yes. 

Ien't it a fact this $4,200 includes a payment of $1,500 
in there that you paid, is thet correct? 

Yes. 

Isn't it @ fact, Mr. Conlin, that you didn't make that 
peyment of $1,500 until some three months after that re- 
turn was purportedly prepared? 

No. 

I'm sorry -- some twelve days after that return was pre- 
pered? 


Yes. 


And that shows that there were no prior estimated tax 
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payments for 1971, doesn't it? 

It is frequently done to send that additicoal amount. 

Was that on top of the $4,200 that you already paid? 

No. 

Nuw you prepered the loan application for Mr. Gill, did you 
not, to the Small Business Administration? 

Yes. 

And where did you get the information that you put on that 
loan application? 

From materiels supplied by Mr. Gill. 

And you provided to the Small Business Administration 
copies of his 1970 and 1971 tax returns, did you not? 

No. 

Did you have copies of his 1970 and '71 tax returns? 

No. 

What happened to them? 


I don't know, 


You had filed the returns for 1970 for Mr. Gill, didn't you? 


That has come to my attention since. At that time I did 
not know it. 

And the figures that appear on the loan application are 
all written in your handwriting, is that correct? 


Yes. 
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And this shows the gross sales of $181,294.22, is that 
correct? 

Yes. 

Where did you get that information? 

Mr. Gill. 

That was for the year 19707 

And you, in fect, prepared his 1970 tax return, didn't you? 


That has come to light since, but I didn't realize it ar 


records of the clients that are the subject of this indict- 
ment except Mr. Gill's, is that right? 

I didn't have anything on 1970 on Mr. Gill. 

But you did prepare his 1970 tax returns? 

That has come to light. He knew I didn't have it. 

Did he have a copy of it? 

I don't know. I didn't realize ke did. 

You didn't realize that he did? 

I don't know that he had it or not. 

Did he give you any physical documents to use for 1970 in 
order to prepare this loan application form? 


| 
the time 
You have previously retained all of the prior ffiing 
Just his compilation of losses, and the rest was informat‘9%n 
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tnat he and 1 discussed, and he gave m the starting figure. 
Q He gave you the starting figure from his memory? 
4 No. 
<« From what? 
A I don't know. He came up with tnis beginning figure for 
me to use. 
< And chen you wrote out the 1970 and '71 returns, based on 
that information? 
A Not the returns -- the estimates based on that information, 
projections still to be screened down beyond what they were. 
Q What do you mean "still to be screened down''? 
A Because they are just estimates. We had to have a place 


to begin. We had no record, 


no 


Did you point out any place on the application that these 

were estimates? 

a To the SBA representative. 

Q You told him that? 

A Yes. In fact, he worked with me to fill in the statement 
that you are looking at now. 

Q Isn't it a fact that the only statement in his handwriting 

is the one that ig in ink, and all the other ones were 

done in your hendwriting? 


Yes. 
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How would he know how much Mr. Gill made? 

Because I had the estimated returns with me at the time I 
discussed tnat Page 2 in the application with Mr. Qualey. 
When was that? 

January 4th, 1974. 

You had the estimated tax returns with you at the time? 


Yes. 


That, in fact, overstates Mr. Gill's income by $100,000, 


does it not? 

I don't know. 

When you say Mr. Gill provided you with the starting figure, 
what do you mean by that? 

It is necessary for us to come up with an incowe factor 

on our estimated 1040's, and all we had to go on is an 
outline of losses. We began with inventory turnover and 
so on and so forth. And we had to have a beginning figure. 
And he worked it out and advised me of the sales and the 
purchases to begin with. 

Did he do that with each item that appeared on the depre- 
ciation schedule? 

on the depreciation schedule. I broke his list down be- 
tween invescory and fixed assets, and he advised me of how 


much to break down on the depreciation schedule, the 
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additional assets and épproximately when he obtained then, 


that were not on the 1969 depreciation schedule. 

where did he get the figures for the depreciation schedule? 
fiom his list of losses. 

And {t is your claim he didn't have any tax returns with 
him that he filed from prior years? 

Not with me, yes. 

You didn't retain files on those? 

Because his 1970 wasn't in the file. I didn’t even believe 
I had prepared it. 

There came a time, did there not, that you turned those 
returns over to the Small Business Administration in 
connection with Mr. Gill's loan? 

Yes. 

Aud then they handed you a letter, is that correct? 

I didn't turn the return over. They handed me a letter. 
And you hadn't curned the returns over? 

No. 

Did you hear Mr. Qualey testify that he received the 
returns on January 4th? 

No. 

You don't remember that? 


No. He took pictures of my original copies. 


> 
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Do you recall Mr. Cristofaro testifying that he had copies 
of those returns prior to the time that you came in to 
interview with him on January 18th? 

Yes. 

And ts he mistaken as to those facts? 

Definitely. He may have had the ones Qualey took, but he 
didn't have the ones I took with me that day. 

You did give Qualey copies of the returns in 1970, is that 
right? 

I made machine copies of them on January 14th when I was 
there. 

And those were identical with the ones that you had with 
you that day, is that right? 

I had made no further chenges on them, that's right. 

Mr. Conlin, the day that you met with Mr. Cristofaro you 
tried to take those returns out of the office with you, 
didn't you? 

Yes. 

And why did you do chat? 

What returns are you referring to? 

The 1970 and ‘71 returns? 


The returns I went in with, those are the ones I wanted to 


take out with me. 
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You claim that you went in with them? 


Yes. 


Let's assume that you did, and you wanted to get those out 


Yes, 

Why? 

Because the letter indicated that the file had previously 
been withdrawn. It was not the information that they 
wanted, They had us come down there for this meeting. He 
could have advised us, it seems like, beforehand, that we 
didn’t have what they wanted. They knew they were esti- 
mated returns, and they indicated they wanted a completely 
new application, and so why not begin right from scratch? 
That is exactly what the letter said they wanted. 

Tsn't it a fact the letter only said they only wanted to 
verify the returns you already filed? 

I believe the letter asked for additional information, 

a new application, the fact that everything had been pre- 
viously withdrawn. 

Why were the tax returns that you claim that you brought 
with you that day, why was that not the information that 
they wanted? 

Because they wanted copies of actually-filed returns. 


Did you explain that to them at the time? 
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Yes. 

Why were you so enxious to leave with those returns? 
Because these were not the returns they wanted. You don't 
leave returns around for the same year with different 


information on it. 


Why didn't you just leave them there and say, "Those are 


just eetimates. We will get you the filed ones, but just 
keep those documents, but understand that those are esti- 
matee."" Why didn't you do that? 

They never requested me in that way. 

They told you that you couldn't take those documents with 
you, didn't they? 

Yes. 

Why didn't you just leave them there? 

Because we wanted the whole file. They said we could have 
the whole file and re-csubmit. 
Isn't it a fact, Mr. Conlin, that the reason you wanted ta 
take those returns is that you knew they were false and 
you knew they contained false information, and you wanted 
to get them out of there as soon as possible? 

No. They knew they were estimated returns. 

Why did you rip them up? 


(No response.) 


Q 
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“hy did you rip them up in tiny pieces? 

Tecause with all the curese we were under, and when we 

got there end found out that we had been doing all of 

(his for nothing right up to the moment when he even 

ésxed us to sign these estimated returns and geve us the 
letter saying that -- and were pre-judged -- ; 3 completely 
withdrawn months before we were even there, which we could 
have been advised on. Then when they said that we juste 
couldn't take them and what have you, I just reacted and 
got mad and tore them up and put them right back in my 

br lefcase. 

Isn't it @ fact, Mr. Conlin, you were well aware that that 
application had been withdrawn because you failed to pro- 
vide information to them back in April of '727? 

I believe that is what the letter they gave me that day 
said. 

You were aware that that application had been withdrawn 

on April 12, 19737 

If that is what the letter says that day. 

I show you Government's Exhibit 1 in evidence. You knew 


that; you were aware of that, were you not? 


I don't recall if I had seen this letter previously or not. 


But I do know that they encouraged ua to bring the work on 
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it and bring additional informstion in. 

And additional information that they ~ented was the tax 
returns, isn't that right? 

The Page 2 of the application completed in the tax returns. 
And you submitted those, but then you wanted to take them 
with you for some reason? 

Yes. 

Why did you rip them up in little pieces? 


Because I was mad. 


Why did you hide them on your body? 


I didn't. 

You mean they are lying about that? 

When I was talking on the telephone clear at the end of 
the other room, previous to that, the FBI man said he 
would have that briefcase before I left. And when I was 
talking on the telephone, I took a handful and tried to 
shove them in my inner coat pocket. I said that if they 
are going to get these, they are going to take me. Some 
of them stuck in my pocket, and @ few of them dropped on 
the floor. That is it. 

When they searched you, you stripped down to your under- 
shorts, didn't you? 


Yes, sir. 
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‘od paper fell out from inside your shirt, didn't it? 
“eo, sir. It was caught in the pocket of my shirt. 

was just caught in the pocket of your shirt? 
vee. 
‘od Mr. Garrity was wrong when he said that he saw you 
shoving it inside your shirt and down your pants? 
Yes, sir. 
And Mr. Bucher, the FBI agent, was wrong when he said that 
be saw the paper fall from inside your shirt and inside 
your pants? 
I don't think he said that. But the only place it fell 
frm was from the pocket of my shirt. I was right there 
end saw it, and took it out of the pocket of my shirt. 
fad Mr. Rudy was also wrong when he said that he found 
portions of these papers stuffed insfde your shirt and 
inside vour pants? 
h. said that, then he te wrong. 
not do that? 
right. 
4id not try to rake these things and hide them on 
your bedy fn any way? 
>, jvst to shove ther in my inside coat pocket. 


-o they all ripped vp in these little riny pieces? 
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For the most part. 


Why were you so anxious to get them into tiny pieces? Why 


didn't you rip them in half once? 


I was just mad, That is what I did. I can't even account 


for it. That is the wey I reacted. 


Tt wasn't until an hov.r and a half later that you said 


that you brought them in, wae it? You told Mr. Bucher 


that? 


A Oh, no. It was right there. 

Q Mr. Bucher is mistaken as to that testimony, is that right? 

A What was his testimony? : 
Q Don't you recall his testimony, that you didn't say any- : 


thing to him for an hour and a half after they arrived 
in the Small Business Administration office? 

| A He wanted me to sit at Mr. McDevitt's desk for an inter- 

} view. The other gentleman went up in Mr. Cristofaro's 
office. And he told Mr. Garrity about some form he wanted 
him to get, and I told the gentleman that was interviewing 
me, I said, "I prefer not +c make any statements or «ign 
anything until my attorney is present." With that he 
got up, went up in the other office to call the U, S. 
Attorney, and I went back out to the phone, and I continued 


my conversation with my client's attorney, and that is 


i 
é 
‘ 
' 
| 


> 
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where I shoved the stuff out of the briefcase into ay 


pocket. 


And it wes just into your pocket? 


That is where I intended it to go. 


And you did not tell Mr. Bucher or Mr. Rudy that you brought 


those things in until an hour and a half later, ‘s that 
right? 
No, sir. 
Did you tell him before that? 

Yes, sir. 

When? 

One of them came Lack and told me the U. S, Attorney 
wanted to talk to me on the phone, and they stood right 
there and heard me teil the U, S. Attorney right on the 
phone, "What I came in with, I want to go our with." 

And he asked to put ore of the FBI wen back on, and 

I went back on the phone and continued my conversation 
with my client's attorney. 

Mr. Bucher is mistaken in his testimony thet you did not 
make any statements before an hour and a half? 

I know he was right there and heard what I said on the 


phone. 
And Mr. Rudy is incorrect when he said that you didn't 


} 
| 
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make any statements concerning those documents? 


He stood right there and heard what I said on the phone. 


I'm asking, are they mistaken? 
Unlese they weren't listening, they have to be mistaken. 
And Mr. Garrity was mistaken when he said you didn't say 
anything to him when he told vou that you couldn't remove 
those documents? 
Oh, absolutely. 
And Mr. Cristofaro is also mistaken when he said that you 
didn't say anything to him? 
Absolutely. 

MR. HOULIHAN: I have no 


further questions. 


REDIRECT EXAMLMATION 


BY MR, LEVY: 


Q 


Do you recollect whether or not you did anything for Mr. 

Brush in regard to his SBA loan? 

I can never recall ciscussing it with him at all. I my 

have, but to my best recollection, T cannot recall. 

Did you ever meet with Special Arent McIntyre? ; 
No, sir. 

The only thing you got from Special Agent McIntyre was 


that short letter that has been shown to you? 
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